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FOREWORD 


This seminar on the various phases of the coconut 
industry is designed to provide the participants with a series 
of lectures of experts not only of the theoretical aspects of 
production and marketing but also to provide an insight into 
the practical experience of .the traders and the manufacturers* 

I am very happy for this because to ray mind this is 
tangible proof that we aim to accomplish much during this 
Coconut Industry Week and the weeks to come 0 

I feel that while the industry and its sectors have 
felt the lack of tangible progress in the way of increased in- 
come and higher prices we are happy to note the willingness 
of the industry to come together to discuss their oommon prob¬ 
lems * In particular, I would like to cite the coconut planters 
who have become less fearful of a meeting to thresh out the 
sectoral problems of the industry* 


I am therefore very happy to be able to preside over 
this seminar* 


GODOFREDO P. REXES, JR* 
Chairman 
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INAUGURAL SPEECH 


Dr. JUAN SALCEDO, JS. 

Chairman, National Science Development Board 


I was about to comment that it was really far least considered 
that the primary industry of the Philippines is the coconut. We 
would like to think and explore the idea that the coconut is the 
senior industry of the Philippines and the second biggest agricul* 
tural industry of the country. 

If my statistics bear me right after the liberation and the 
latest being in 1963-64, our number one export is coconut and all 
its by-products. It is for this reason that the NSDB and all its 
other agencies have considered research on coconut production vital. 
I don’t think I have to prove this to the coconut sectors of the 
country, but in the NSDB, v;e have exp3.oited and. experimented on 
means of preventing the cadang-cadang. Likewise, the Industrial 
Research Center and Institute of Technology have made extensive 
studies on coconut technology. As I am expected to give the 
opening remarks, I would like to think and view the better future 
of the coconut industry of our country. Unfortunately, I say t his 
with a feeling of conflict because sometime in 1964, with the help 
of private industry, the government insisted on establishing the 
Philippine Coconut Research Institute, v/ith an appropriation of 
P6 million for the fiscal year 1965 and Pi million pesos thereafter. 
However, even after the fiscal year 19&5 the appropriation for the 
NIST has remained at a low level of r275,OOOc 

I believe, as researchers and scientists would agree with me, 
that the more money we spend on coconut development the more it 
will aid the economy of the country. I believe competent speakers 
will enlighten this thing for you. Many of the products of the 
coconut otherwise known as the ’'tree of life" con be improved and 
made economically feasible by research. On behalf of NSDB and its 
agency, the National Institute of Science and Technology, I would 
like to express the fact that our coconut industry can be successful 
if only primary investments can support it, because it ic only on 
public support that extensive researches can materialize. For a 
fact, 83$ of the NSDB funds have been devoted to research and 
laboratory teste. During the fiscal year 1965 when the Philippine 
Coconut Research Institute was established, the NSDB has granted the 
sum of 3?600,000 to this institution to support its coconut research 
and coconut technology program. 

In closing, I wish this seminar every success in all its 
meetings and I wish the officers and planners of the seminar all 
the success that can be derived from such a meeting* 
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PAPER 


ECONOMIC AND STATISTICAL RESEARCH FOR THE COCONUT INDUSTRY 

Mr. GEORGE HICKS 
University of the Philippines 


I should like to give a bit of background on what we are 
doing at the U.P. We have a team of economists engaged in 
research and teaching thesis. Some of us are teaching at the 
graduate school and at the same time actually doing some research 
work on the Philippine economy. 1 am working on the export sector 
and have spent half of my time on the coconut* 

Introduction On His Book. 


My title for this paper is: "The Philippine Coconut Industry) 
Growth and Changes for the Year 1965.“ Basically, it is a study 
of the growth and development of the coconut industry in the 
Philippines. It is an exciting subject tc study. I am glad I am 
doing this for producers because many aspects of the coconut industry 
are satisfactory. One fact about the industry no one can probably 
dispute is that for the year i960 to 1965 the industry has grown 
enormously* 


In the early half of the century, the industry was up against 
Indonesia, but the Philippines has become the largest producer and 
exporter in the world of all the major coconut products so that its 
production record is a history of sustained success. 

My problem was coming here right out of the blue trying to 
write this paper hero. I will talk primarily about rcy reports on 
the economics and statistics of the coconut industry. 

First thing we did was to gather all Information and read 
everything written about the Philippine coconut industry. We 
found very little research done on the Philippine industry espe¬ 
cially its economics and statistics. In fact, during the whole 
period from 1900 to 1940 only three studies have been made of 
significance. All written matters are rather small and fragment¬ 
ary . Ceylon has a long history of coconut research and somewhat; 
more research materials +v *«n what we have here# 
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We also found in the postwar period* a lack of academic 
interest to write about the coconut induetry, This gives us 
very little or fragmentary materials to start from. We 
gathered statistical data; did a lot of talking with my 
assistant; went to San Pablo; talked to desiccators; tra¬ 
velled to Mindanao and the Visayas; talked to some planters 
and marketers and so on. 

Areas Covered , 

We then put together the pieces we have about the Philippine 
coconut industry. Prom hero I tried to cover all economic and 
statistical aspects of the industry. The first section of this 
book deals with the background on the industry, the location, 
what parte of the Philippines are planted with how much coconpt, 
the sizes of farms, tenure system, how coconut oil is made, how 
desiccated coconut is made, who makes it, the different forms and 
derails of marketing structure, the number of people marketing, 
how they carry out their marketing throughout the Philippines, 

We made a study of domestic policies in the last twenty 
years primarily on export documents. Then we have a very long 
section where we study the history of Philippine export problems 
in the international market. We also tried to document all 
tariffs and taxes, price quotations, and changes in tariff 
structure• 

We studied the growth of the industry; the factors that 
determine the rate of growth of an industry over a long period 
of time, like why has coconut for a period of half a century 
grown faster than rice or corn production. Then we studied why in 
the various periods, the Philippines, exported mostly copra and 
little only of oil and in another period a large quantity oil and 
not a bit of copra. 

Before 1909, the Philippines did not export any oil. Oil was 
given a very great boost after the First World War or by 1920, when 
the Philippines exported an enormous quantity of oil and hardly any 
copra. 

In early 1960’s the coconut oil industry started to grow by 
leaps and bounds and production expanded enormously. We studied 
the various incentives to produce oil and to produce copra. This 
is a very complex topic and it can take hours to discuss here. 

Part 3 of my book deals with price determination and income 
distribution. What determine prices in the Philippines? What deter¬ 
mines the wholesale price? Most people know fully that coconut 
prices in the Philippines are influenced by world prices for oil 
and copra and prices of oil and copra are in turn influenced by the 
world oil market. To understand the coconut industry, it is neces¬ 
sary to study sunflower, cottonseeds, soybeans and so on. All these 
commodities are interwoven. It is a complex study and involves no 
simple analysis. I cannot simplify it into a very short talk. It 
is a field which I feel the needs for further work. 
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Problems Encountered. 


Firstly, there is a general problem — reliability of data* 

I do not have to set into this in great detail. Everyone knows 
that the Department of Agriculture has seme data. Still we have 
a chronic problem — massive unreliability of data; inconsistency 
between the production data and export data and almost two data 
which usually must be consistent. We have to work back from export 
data with a series of calculations to arrive at production figures. 
I feel data gathering needs patience and perseverance. 


Areas Not Covered. 


There are areas not covered in this study which is important 
for research. There is very little work done here in the agricul¬ 
tural aspect of coconut growing. In Ceylon ar.d India with regards 
to palm oil, they studied the question of the role of different 
fertilisers and so on. Very little work is done here in the 
Philippines. It would help if agriculturists and agricultural 
economists went into exploring the problems and establishing better 
guidelines. 

In Mindanao for instance, they do know what they are doing. 
They treat with average hectarage, number of trees planted and so 
forth but it would be much better still if they have a good basic 
knowledge in this field. I think it is an area that needs further 
research. One of the things that affect it is the poor state of 
roads in the different parts of the country. This situation affects 
the industry and coconut in general. Cost of transportation is very 
high and the charges in 3cme parts of Samar and Mindanao are very 
high because the roads are so difficult. In fact water transport 
is used a great deal of the time. 


Recommendations» 


Transportation needs further research and to me it seems to be 
one of the problems of the industry that has not been sufficiently 
stressed. I think the crnstniction of good roads could be an 
important factor to help the industry. I cannot go into this 
definitely because I do not have the time* 

There are other areas to go into. I want to know more about 
the world situation. The whole industry must make a study of the 
pattern of world demand and of cost and price. The possibility of 
reducing price is important for the future of the Philippine coconut 
industry. The Philippine coconut oil will be facing more and more 
competition from greater and greater variety of substitutes of one 
sort or another. I think the competition comes from other producing 
countries not“just of palm oil and soybeans, but from the vast 
complex of oil extraction from animal fats and so on and so forth. 

We are working into this complex. I feel that the industry as a 
whole realizes all these problems. 
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OPEN FORUM 


Summary of Discussions 


Status of Basic Research * 

Before the *ar, a lot of work had been done on coconut 
products and processes as well* At that time* Dr* Vicente Lava 
had already developed a method of processing the coconut meat to 
be desiccated. Studies today are too concentrated on laboratory 
tests and findings but not on the commercial application of these 
products* If we can do something to bridge that gap, our research 
efforts would be useful. 

The bulk of our copra is produced by the hot air method which 
is the more useful way. From the time copra is produced up to the 
time it reaches the mill, we lose about 10 to 15 per cent from 
bacterial decomposition* Yet the copra producer has never made a 
serious effort to eliminate this loss a We all know that copra is 
best processed by hot air driers. How many people use hot air 
driers in copra production - only a handful* So what is the use 
of finding the best means of producing copra or coconut products 
if they do not fit coconut processes. 

The total number of copra driers is about 700 units all over 
the country. However, it is not & question of driers, but of the 
time involved in production. The driers in Ceylon do not use hot 
air. They process the copra but allow at least a minimum time of 
two weeks to pass before they market or stock their produce. In 
our case, we process our copra ir» one Say usually. This is one 
problem we must solve but will require an industry approach, not 
a sectoral one. 

Researches by HSDB an d its agencies . 

Basically, we have developed in the NSDB a chemical method 
which will protect the coconut, after it is opened, from molds and 
bacteria, and will also preserve the coconut milk. We have also 
perfected biscuits, coconut candies, coconut flours, chemical pulp¬ 
ing of coconut leaves and some other minor projects contributing 
towards better by-product research. 
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The NIST has taken up preservation of coconut briquetees and 
coconut husks to produce many products. '.Ve have at present several 
development projects which have been suspended due to lack of funds. 
We are not in a position to convince the industry to take up one 
of our laboratory products to prefabricate unless we present figures 
that are reasonable for investment purposes* We have introduced 
a bill for a 1% tax on manufactured products and this is now in a 
committee of the lower House. Passage was assured by the majority 
floor leaders of the House. 

To cite a typical project example of what happened to a 
company which ventured to develop a new product without a feasib— 
ility report - somewhere in Laguna* Dominican fathers invested a 
great deal in a coconut by-product project. They started producing 
and selling their product but they wasted a lot of money in trying 
to sell a product that has not been develop by research. It was 
no doubt a failure. 

Financing Research . 

If the bill taxing manufactured products by 3$ is passed by 
Congress the N3DB might be able to set up, pilot plants to work on 
commercial feasibilities for coconut products. The smallest type 
of pilot plant costs approximately $300,000 or PI,170i000. A 
pilot briquetting plant costs a little higher but this depends 
on the end-use of the product. The new approach of international 
and regional research is a welcome development. From the point of 
view of financing its advantage is the joint participation of the 
public and private sectors here and abroad as well as possible 
support from international organizations like the SCAF3 and similar 
bodies• 

Why traditional production prevails . 

Copra is still bought at the same price inspite *>f the 
adoption of modern methods of processing so that there appears 
to be no premium on quality. This makes producers persists in. 
the old sun-drying or "tapahan" system. This notioh, however, 
was debunked by the seminar inasmuch as the price of copra can 
not be equated by increase in yield from the tree. It has been 
proven that modem methods ox processing increases yield by about 
10-15% with a corresponding increase in quality* 


Does high tariff rest rict production ? 

In the case of our U.S. market it does restrict the production 
of processed materials like coconut oil but does not materially 
affect the raw material — copra. 
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Statistical Problems Associated with Production 


It is admitted that there are statistical discrepancies on 
coconut by-products. In the case of coconut oil, a total of 
P286 million worth was produced in 1966 which does not correspond 
to the capacities of 15 oil milling firms v/hich also export the 
commodityi The difference is usually produced by small oil mills. 
These statistical research deficiencies was admitted by Dr. Mijares 
of the Bureau of Census and Statistics as contained in Mr. George 
Hicks* book. However, Mr. Emilio Maceda of Marketing-Management 
Services felt that the study of Mr. Hicks was pressed for time to 
be accurately analytical. 

According to oil millers' estimates 15 mills employ more than 
twenty workers while 11 empLoy less.' The basic rated capacity of 
13 mills is estimated at about 2,500 metric tons of copra a day. 
Philcoa figures indicate that we gross 450-430 thousand tons of 
coconut oil a year of v/hich approximately 3^0 thousand is exported. 
These figures are supported by reports on actual arrivals in the 
United States and Europe. 

Director Mijares of the Bureau of Census and Statistics and 
Mr. Edgardo Zialcita of the Central Bank both submit that the dis¬ 
crepancies in final statistical figures are caused by different 
sources of data and measurements used. 


Relation of Production to Prices. 


The reason for the secular success of coconut culture is that 
vast fertile lands are suited to the coconut tree which give much 
room for expansion. What the industry is not sure is whether addi¬ 
tional plantings would be profitable in the long run. We do not 
know what will happen if we tamper with one variable in the whole 
system like plantings or replantings. This situation needs a 
thorough investigation before we set an order of priorities. Al¬ 
though the Philippines is planting at the rate of 41,000 hectares 
average per annum prices have not been driven down. This indicates 
that inspite of competition from other oilseeds the coconut can hold 
its own. On the other hand, it is estimated that any attempt to 
raise domestic prices unilaterally can price the coconut out of the 
world market. 

Studies made by FAO on the elasticity of demand and supply of 
coconut and by-products show that total value and earnings respond 
very accurately to supply and demand as a whole. By rule of thumb 
also, we see that Europe is a fats and oils deficit area and Asian 
consumption is one-half of v/hat is normal but despite these deficit 
areas coconut oil is losing ground to its competitors as indicated 
by consumption patterns studied. The forum was of the view that this 
is caused not only by teclinical substitution but economic substitution 




at certain levels of income as well. This is so because fats and 
oils consumption has a direct relation to income and low-income 
countries have a tendency to consume the lower-priced fats and oils. 
As it is today, coconut oil is the second costliest oil in the 
market. 


Competition from Imported Soybeans (Oil ) 

The discussion took note of the imposition of protective 
tariffs by the United States since 1934 to shield their farmers 
from foreign oilseed competition. In contrast, there has been a 
progressive press^ire to reduce Philippine tariffs on soybean imports 
from P250 per metric ton to only 27*50 per metric ton in the pending 
Senate Bill 246 sponsored by Sen. Rodolfo Ganzon of Iloilo* It was 
admitted in the meeting that a lobby both here and in the United 
States launched by the soybean interests is causing this problem 
of soya oil competition as well as reluctance in the U.S. to scrap 
the 1 / per pound U.S, duty on coconut oil. 


Sffects of Cg Policies on the Coconut Industry . 

The Central Bank adopts monetary policies intended to benefit 
the entire economy* However, in setting priority areas of investment 
or use of foreign exchange it can do both good and bad for the coconu 
industry. Historically, it has been a reverse situation with the 
coconut industry' providing the CB with its initial assets from the 
Coconut Excise Tax Fund when the Philippine Republic was founded and 
a major portion of its Revaluation of International Reserve Account 
which is being tapped for the general fund and for land reform* 

The main interest of the C3 at this stage is economic and 
statistical research vis-a-vis the coconut industry with a view 
to determining the actual earnings of this industry in both peso 
and foreign exchange terms. 


UCAP Research in t o Production Factors . 

The seminar took cognizance of the on-going studies of UCAP 
on such important production factors as climate, typhoons and other 
factors which determine quantity and quality of produce. The con¬ 
sensus is that the coconut industry is doing better than the sugar 
industry in expanded product: on figures* The supply situation, 
characteristics, marketing arrangements and price determinants are 
also being studied. 
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PAPER 


TITS FLO.V OF COPRA INTO ..ORLD KARK3TS 


Mr, SVAN AWN GRIFFITHS 

President, Philippine Refining Company, Inc. 


The selling and distribution of copra, and indeed coconut oil, 
is one of the most complex operations in the commodity markets of 
the world, as I am sure you all know. There are many aspects to 
the commercial utilization of the coconut palm, most of which will 
be dealt with by various speakers during this week's series of 
seminars. I have decided to confine myself this morning to noting 
some cf the factors which influence prices in this market. But 
before going on to these considerations, I 'would like to remind 
ourselves of two facts which have a bearing on the whole process, 
from the smallest planter, wherever he may be, to the biggest 
industrial, buyeri - 

(1) Copra is not something which has any value in itself in 
the form in which we know it; it acquires value only 
when it is treated and transformed and used, in con¬ 
junction with many other commodities and processes, to 
produce something of value and worth to human beings. 

(2) I would also like to emphasize that, bearing in mind that 
the production of and trading .in the products of the coconut 
palm are done for monetary gain, the most important consi¬ 
deration is the total profit - net income - that can be 
obtained from the investment that the producer or trader 
has put in* The price obtained for the product has of 
course a very great influence on this profitability, but 

it is not the only one: productivity in its broadest 
sense can also contribute •?. great deal to total profit¬ 
ability. By this I mean such factors as the Quantity 
produced per tree or per hectare, the quality of the 
product throughout its journey from the plantation to 
the end industrial or domestic user, the time element 
in the transaction. These elements combine, with price , 
to produce greater or less overall profitability and 
income. 


However, let us look now at some of the forces 'which determine the 
prices v/hich can be obtained for copra 0 
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Share of Coconut in Jorld Market* 


In the first place, we have to remind ourselves that copra is 
but one of a large number of products (some 22 in all) which 
together form the oils and fats market of the world. The products 
making up the spectrum are of various kinds: there are the vegetable 
seed oils such as soya, olive, peanut, sunflower and cotton; there 
are other vegetable oils such as palm oil, and the group known, as 
"laurics" — that is coconut and palm kernel; there are marine 
oils — whale oil and fish oil; there are animal fats such as 
lard and tallow. Some of these oils and fats are by-products —• 
for example, in the case of cottonseed oil, the main product is 
meat; and for other products the main element is the oil; whilst 
animal (and perhaps one day human) feeding stuffs are the by-products. 
It is a very large market: it is estimated that in 1965 world pro¬ 
duction of all these oils and fat3 was 36.5 million tons expressed 
as oil. Much of this is consumed within the producing countries, 
leaving, again in 1965* nearly 10 million teas to come or. to the 
v/orld export/import market. And this 10 million tons had a value 
of about U3 92.5 billion. Total v/orld production of these products 
increased, at, it is estimated, an average rate of nearly 900*000 
tors annually between 1950 and 1965* The biggest increases have 
occurred in the developed countries which now account for nearly 45% 
of the v/orld production. By feu: the most striking increase has been 
in the production of soyabean oil mainly .rom the United States, 
but production of sunflower and rapeseed oils, tallow and lard, has 
also shown a strong upward trend. Production of coconut oil and 
palm oil — the two main tropical oils, apart from peanut oil — 
has been increasing much more slowly, although planting programmes 
and rehabilitation schemes have been introduced in several countries 
for oil palm ana coconut. 

Despite the growth in production in the developing countries, 
their share of the expanding world export market fell from approxi¬ 
mately 55/o in the early 1950*s to about 4-5% in the mid 1960*s# 

Also, theze have, of course, been increases in consumption for 
all purposes, which took place in the developed, developing and 
centrally-planned (that is, in most cases, communist) countries. 

But the rate of increase varies considerably from one country to 
another. The lowest increase (less than 3% per annum) has occurred 
in the developed countries, where per capita consumption was already 
high — even in some cases virtually at saturation levels. This 
growth in consumption and production is naturally reflected in the 
development of world trade which during 1950 - 1965 increased at 
an average rate of 300,COO tons per annum. 

The increasing import requirements of the main importing areas — 
i.e., Western Europe and Japan, have been met mainly from North 
America although .some developing countries such as the Philippines 
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have also supplied increased quantities. The outstanding feature 
has been the increased trade in soyabean oil (1955-1959 average: 
1M. tons; 1965: 1.9M tons); this increase is a substantial 
part of the total world increase and much of it comes from the 
United States, In fact the United States now provides over one- 
third of all other countries' imports of fats and oils os against 
2% before the war. The case of soyabean oil is interesting in 
that it is an example of a separate industry - (the broiler 
chicken industry) - causing a considerably increased production 
of oil because of its greatly increased ddraand for the protein 
element in the soyabean. The implication of the effect of the 
growth of an apparently unconnected industry on the prices of 
oils and fats will certainly be obvious to you. 


Market Behavior and Price Fluctuations. 


We all know that the prices of oils and fat3 vary considerably. 
The index of an industrial user shows that on January 1st, 1966* 
oils and fats generally were 28% higher than 3 years previously; 
fluctuations of individual products are sometimes very considerable. 
For example, in February, 1965* coconut oil was 39% higher and 
soyabean oil 50% higher than a yea r earlier; the price of the 
latter then dipped only to come back almost exactly to the level of 
February 1965 by jumping up 10% in the space of 10 days in January 
3-966. This is a situation which those who use oils and fats in 
their manufacturing processes do not particularly like but never¬ 
theless it happens on a very considerable scale. It also makes 
life difficult for the producing countries. 

One of the main reasons why there is instability in the price 
of oils and fats is that demand in the more developed countries, 
and these are the big importers, is relatively inelastic. As you 
all know, vegetable and animal oils and fats are used very largely 
in the manufacture ox basic human necessities such as shortening, 
cooking oil, margarine and soap. These are products which are 
essential in every household; their unit purchase price is low 
and they are bought and used by housewives regularly. Such articles 
are not subject to violent fluctuation in a notable increase in the 
consumption of these products, any more than depression reduces it. 
This is in contrast to the situation of consumer durables such as 
motor cars, refrigerators, etc. Nevertheless, consumption does 
increase as population increases and also as higher standards of 
living are achieved. 

On the other hand, although over a long period there has been 
a relatively steady growth in supply, short term fluctuations in 
supply can be considerable. We here in the Philippines are all too 
well aware of the effect that weather, for example, can have on 
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the production in that part of the market vdth which we are 
familiar — copra and coconut oil. A really bad typhoon 
devastating import parts of the coconut-growing areas can 
effect a very considerable reduction in the output of nuts up 
to a year or two later. Lack of rainfall can have a similar 
effect*. 

Politico-economic factors can affect the production of 
these commodities in a similar way. Our neighbour, Indonesia, 
is an example of a country where economic problems caused a 
reduction in the exportable surplus of coconut products. 

I have already referred, in talking about soyabean oil, to 
the effect that another industry can have on the supply of 
vegetable fats. 

When demand remains more or less constant, as it has, and 
when supplies fluctuate, the price mechanism begins to ccme into 
play; obviously, when supply is high relative to demand prices 
will tend to fail and conversely, when supply is low relative to 
demand prices will tend to rice. 

The relation between supply and demand is, of course, not 
the only price-determining factor. I need only mention inter¬ 
national political upheavals, wars such as the recent Arab-Israel 
conflict, affect oils and fata prices, just as they do other 
commodities. 

The financial and tariff policies of exporting and importing 
countries can affect prices, particularly insofar as they provide 
incentives or disincentives to production, and as they affect 
trading patterns. Measures in this area, even if they do not 
change world market prices radically, con still have a noticeable 
effect on the return to the producers. 


Seasonal, Cyclical and Commercial Factors . 

Finally, seasonal and cyclical influences sometimes plhy a 
part. For example, there are times of the year when Philippine 
copra is in relatively short supply and the price then may be 
higher. Another example is the fact that olive oil production 
seems to follow a general pattern of high production one year 
followed by low production the next. 

You will see from this graph how prices have fluctuated in 
the last 5 years. You will notice that from the middle of 1964 
there was a marked rise in prices. This was associated with a 
decrease in the production of olive oil in the Mediterranean 
countries as well as a decrease in soybean oil supplies because 
of adverse teather conditions in the U.S.A. 




Although s general pattern In apparent, nevertheless, indi¬ 
vidual members of the oils and fats family vary in their degree 
of price fluctuation in relation one to the other. This commer¬ 
cial factor has led scientists, particularly in the two decades 
since the last war, to do a great deal of work on the inter¬ 
changeability of oils and fats in the manufacture of consumer 
products. Much basic work has been done in the nature of each 
individual material and on me thods by which one can he substituted 
for the other. Clearly, if the margarine manufacturers wishes 
to maintain a stable price for his product, he will seek to 
maintain as stable a price as he can for the raw material mix* 
'Therefore he will look, as indeed he has done, for the technical 
possibilities of using an oil which is at any particular time 
relatively cheaper than the one he was using which may hqve 
gone up in price. Much progress has been made in this direction 
and there is now a greater degree of interchangeability amongst 
various oils and fats than was the case before the war. There are 
limitations — for many products there is still a minimum percent¬ 
age of certain oils and fats which must be included in order to 
keep the quality of the product which the consumer demands* But 
there is a range of utilization in the'ingredients and the manufac¬ 
turer will make use of technical advances to use less of the more 
expensive oils and more of the cheaper ones. It is therefore 
not always in the interest of the producer for the price of hi 3 
product to go to very high levels because this will tend to reduce 
the tonnage that he can sell. 

Of course the process of buying less of the expensive oils and 
more of the cheaper ones in itself tends to rectify the price 
disparity between the two. 

Copra and coconut oil are one element only in the complex total 
of the oils and fats market — indeed a rather small part: — 
of the total international oils and fats trade. And so in general 
terms they follow the same pattern as oils and fats generally* There 
are times, though, when a severe shortage of lauric oils is ex¬ 
perienced in which case their price will rise more than the general 
trend. 


Interchangeability of Oils and Synthetic Substitutes * 


Inelasticity of demand for oils and fats can be affected by 
the substitution of materials coming from completely different 
sources. A case in point is the substitution to a certain extent 
of mineral oil based materials for coconut oil in certain industrial 
processes, 3 uch as in the manufacture of synthetic detergents* This 
is a fact to which we must not close our eyes, but it is not one 
about who.oh one need be unduly depressed if only because the scope 
for increase in the consumption of edible fats (using coconut oil) 
is very great in many rarts of the world. 
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The annual per capita consumption of edible fats in developing 
countries is less than 6 kilograms whilst in the richer countries 
it can be as high as 24 kilograms. There is therefore a great 
deal of room for improvement in the standard of living of a great 
part of the world and with it an increase in the consumption of 
edible fats. 


Situation and Problems of the Producer. 


Whilst talking about the international price situation of oils 
and fats| and particularly copra, it would be appropriate to make 
some reference to the situation of the Philippine farmer* 

He is, without question, affected by the international world 
market price of copra. The price which he receives for his copra, 
wherever he sells it, moves up and down as does the world market 
price. The problem is that the gap between the return to the farmer 
and the price paid by the final industrial consumer is rather 
large* And this gap is a cause for some concern to many people, 
particularly farmers themselves* Statistics show that in 1957 
the farm level price was P21 per 100 kilos whilst the Manila whole¬ 
sale price was T28.43 per 100 kilos. In other words, for every 
peso of the Manila wholesale price the farmer received 3?0.?4« By 
1964 the farm level price was P43 per 100 kilos and the Manila 
wholesale price was 256. At this later date, therefore, the farmer 
received 20.7? for every peso of the Manila price* During the 
period 1957/1964, there was not much fluctuation in the relation 
between farm level price and Manila wholesale price. In 1957» as 
I have mentioned, the fanner got 20.74; the highest was in 1963 
when he had 1*0.So and in other years the figure wan somewhere bet¬ 
ween these two extremes. These figures are of course averages and 
will vary considerably according to circumstances. 

The reason for the gap between the two prices is of course, 
as we are all aware, to be found in the distribution system which 
moves the copra from the farmer to the wholesale markets in the 
main sectors. Farmers who have big plantations, have their own 
transport, are well served with roads, and are not far from the 
main centers, can sell their copra straight on to the market and 
they will do very much better than the figures which I have just 
mentioned. At the other end of the spectrum is the small farmer 
with his 10 hectares or less, situated in a remote part of the 
country, who depends on itinerant barrio merchants to buy his 
copra* These buyers usually have very little competition, and the 
farmer very often has no choice but to sell to them at the price 
offered, particularly if he does not have the financial resources 
to carry stocks if he considers the price offered to be too low# 
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It is not fair t> cast all the blame on barrio merchants because 
they too will transport the copra to town buyers, which often 
involves a long anc expensive journey. The town buyers will 
assemble it into bigger quantities for onward transportation and 
sell tc the wholesa"’ yes at the main centres and these intermediate 
buyers also hav<- ,neir cost and must have reasonable profit. But 
this long chain of distribution is expensive and since the higher 
cost is not fleeted in the world price for all oils and fats 
and v.ith that the price of copra, the planter must expect to get 
levsS ior nis produce. It is perhaps also sometimes the case that 
the planter is not aware of what the real market price of his 
commodity is and therefore is not in a position to bargain, from 
a position of knowledge, with his buyer. 


Solutions to Production Problems. 


To state the nature of the problem is almost to indicate the 
possible cure, e.g,, better roads would reduce cost of transportatioi 
and would perhaps enable the farmer to bring hiia own produce to col¬ 
lecting centres v/here there might be some competition amongst 
buyers which would probably put the planter in a stronger position. 
Greater financial independence would put the planter in a stronger 
position vis-a-vis the buyer since he could, if he so wishes, with¬ 
hold his produce and still not starve, tfith such financial inde¬ 
pendence there would be a need for storage-facilities at the farm, 
adequate information as to price and quality classification ' 
standards in terms which the farmer will understand, and relevant 
to the transactions which he normally carries out. 

Finally, I would like to cone back to something I said in the 
beginning — and that is, what is important to the producer is 
not merely the price per ton but the total income which he can get 
from his plantation, whether it be one, or ten, or a thousand 
hectares. The international price, and the price which he can 
get when he sells his product to the first buyer — this of course 
is important and is certainly relevant to the return he can get 
on his investment. 3ut other factors can play a part in maximizing 
his income. 

A very important one, surely, is improved productivity* For 
example: 

(1) the selection of seedlings which will grow into trees 
producing more nuts and which are not too high, there¬ 
fore facilitating the gathering of nuts; 

(2) the most scientific ways of spacing trees, of weeding, 
of supplementary crops or livestock rearing; 
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(3) the '.vise use of fertilizers and pesticides; 

(4) more efficient drying processes to produce better 
quality copra. 


Practical Research is Required Today . 

I fully appreciate that these are elementary measures, but 
somehow they are not as widespread as they might be. Perhaps one 
reason is that not enough research is done in the Philippines* X 
believe there is scope for much more basic and practical research. 

In the coconut field, the Philippines surely should the leader 
in research, as it is the leader in production. 

Such research, however, is useless if it stays within the pages 
of learned journals and in the' minds of researchers themselves. 
Agricultural extension services are needed to bring the knowledge 
to the attention of the farmers in a practical convincing way. 

And for him to carry them out he will often need a great deal of 
financial help — not in the form of gifts or subsidies but in 
straightforward simple banking services, which he will understand. 

Tills is an important and vital industry in the Philippines, 
which has perhaps, paradoxically, suffered from achieving quite a 
high level of success without drawing such attention to its prob¬ 
lems. I believe the prospects for the industry are good, and I 
believe that it will achieve greater prosperity both for individuals 
and for the country, when some of the problem are solved* 

May I be so bold as to say that if it can be done for rice, 
it can be dene for the coconut palm. 



PAPER 


COCONUT MARKETS 


Hr. SDv/ARD UNDERWOOD 
President and Director 
Bache & Co. Philippines) Inc. 


Unfortunately) as one gentleman has mentioned here) there 
is no futures market as yet in any of the coconut products. As 
you know from ray introduction, for three years I was a copra 
buyer for the competitor of Mr. Griffiths, Philippine Manufac¬ 
turing Company. As a matter of fact in those days, and I guess 
it is today, we always looked to PRC as our big competitor. It 
was an exciting period and in preparation for this talk, and I 
must say I haven't prepared very well, because I've been pretty 
busy trying to organize ray own business here. 


Market Manipul ati o ns. 

I did note that there were few periods quite as exciting 
pricewise as that particular era, since it was a time when, to 
bring in a factor that at least in previous though has been mini¬ 
mized and perhaps does not exist as much today as it did then, a 
period when there was in my opinion, a massive manipulation of 
copra markets. It was conducted at that time primarily from Europe 
and it was accomplished through heavy short-selling. In the 
period of this attempt to at least influence, if not to control 
the market, prices dropped from February/March 1951 to March/ 

May/July and August 1952 to about half their value. Obviously, 
people who were attempting to influence markets were favored 
by market situations at that time. But many things were said to 
indicate that copra and coconut oil were in for a very, very hard 
time. It was said by people at the time, some very knowledgeable 
people, that copra and coconut oil were a drag in the market, that 
their outlets in the consumer products were drying up, you may 
remember that this was the period of the advent in synthetic 
detergents. The thought was where would coconut oil be used now? 
Would it have an outlet or was it something that was .fading out? 
Some people said that soon prices would be so lov; that coconuts 
would simply rot on the ground because no one would bother to 
pick them up and dry them inko copra. While these sentiments 
were being aired, short-selling was in full progress. It was 
during this time that I, as a young man, came without any kn:>wl>- 
edge, ever of the meaning of the word, not only of the market, 
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to buy copra. I did know something about markets in general, but 
nothing- about copra in particular. I came also without any pre¬ 
conceived notion as to how a buyer should conduct himself. 

It was thought in those days, and from the previous thought 
I see that some people still believe it, that it is the duty of 
a biyer to buy at the lowest possible price. Thus, the buyer in 
effect, was aligned with those forces who wanted a lower price 
to the producer, whether they say so or not 0 I dida *t believe at 
that time, that this was the right policy for a buyer to follow, 
even insofar as his responsibility as a buyer to his company i3 
concerned, and certainly not insofar a3 his responsibility to 
the country in which he operates. I felt strongly that it was 
possible, more than that, probably, that a buyer who did not con¬ 
form to these shibboleths and traditions that harbor the activities 
of too many, could successfully perform his job and perhaps do it 
in an outstanding fashion, while contributing to whatever extent 
he could to higher prices for the basic raw materials and thus 
the higher price to the producer. 


A Period of Short-Selling . 


The way short-selling was to be accomplished was simply to 
buy cheaper than the competition, and to biqr cheaper then the 
competition, it is not necessary to pay the lowest price 0 All 
that is necessary is to make the competitor pay a higher price. 

I must 3ay that those tactics were not, at that time, too common¬ 
place. Perhaps they no longer exist here since my departure. But 
it was a period of short-selling, when all these factors were 
brought to bear; the competitive oils, the fats, the substitutes, 
the fact that the seller was in a rather weak position, whether 
it was said directly or indirectly. Despite that, ray policy 
during this period was tc accumulate copra and we continued to 
accumulate ito 

In August of 1952, when conditions seemed ripe, I was one 
of those at least, who led the attack on the short-sellers. In 
a very short period of time, the prices rose from a price of around 
$132 C.I.F. Average, Pacific Coast to over $200, that wa3 in 
August, to $200 in December and by March $253 1 practically doubling 
the price with all the consequences that this meant in dollar re«* 
ceipts to the Philippine Government at that time. Of course, I 
didn't mean to take credit for this rise in prices but those who 
were there during that period will remember that PMC at that time 
was always regarded as the one who favored higher prices. We could 
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favor higher prices because we had copra, we had oil, we had 
all these things and for us higher prices were beneficial 
rather than detrimental* 

Thus, we did have a rather spectacular price fluctuation* 
to. Griffiths has mentioned, and others have said, that it is 
not a good idea to have these wild fluctuations. And I think 
that’s right. Certainly, no one wants these wild fluctuations* 
The question is, why did we have those wild fluctuations? One 
of the reasons v/as the scramble of the short-sellers who finally 
could no longer fight the situation financially, to cover the 
cost of these wild fluctuations which were not entirely due to 
weather conditions, influences of outside oils, but were the 
results of a coiled spring, the initial coiling of which was 
accomplished not by any force that the producers had anything 
to do with, but an outside force. In any case, in looking over 
the prices, I,see that since that day, for the good of all, no 
one seems to have mastered such an operation in the Philippines 
and this v/as a long, long time ago 0 


Buyers or Sellers Market. 


X simply tell you the story because so often you hear the same 
arguments from the industrialised countries of the '.Vestem world, 
and this is not only true of copra, it-is true of so many other 
raw materials; that the producer lives at the sufferance of the 
buyer and indeed is dependent on him and almost at his mercy* 

Now I don’t mean that -.his is said in that way, but this is so 
often the implied thing and it is not the case. In a period when 
population growth throughout the world is increasing in geometric 
rates, where people .ana talking about starvation or how we are 
going to feed the millions that are going to demand, and those who 
say that they don’t have the purchasing power, they'd better thank 
again because these millions are going to demand that they be fed« 

During the period that v/e have this type of potential consump¬ 
tion, a product such as the coconut and the facilities to grow 
.such r> oroduct, the land, the conditions that make it possible 
to grow coconut or palm kernel and others is an asset of immeas¬ 
urable value. It is not something that simply puts you at the 
sufferance of anybody. It actually gives you a valuable negotiating 
item, which if nandled in the proper way, car. bring a- position of 
strenght rather than weakness. Particulary, in copra and coconut 
oil, the Philippines has a commanding position. Only Indonesia 
offers any competition to speak .of and that isn’t very much* 
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Now there is always the talk of substitution and it is 
true, no question, that at certain levels, if anybody becomes 
too greedy, they will find themselves priced out of the market* 
But I think that a study of the history of coconut oil prices 
in recent years will show that this substitution is not quite 
as easy to do as it seems. Coconut oil has certain uses, and 
as Nr. Griffiths has pointed out, it's important that the Phil¬ 
ippine concentrates on research to make sure that these uses 
are comfortably expanded so that it will be almost impossible 
to do without them. 


Confidence is Vital Element in Marketing; . 

3ut that should not make anyone feel that the negotiating 
position of the Philippines, I'm not speaking of the position of 
the little planter because I know nothing of that, but of the 
Philippines as a "/hole, of those people in the private sector 
handling the sales of copra abroad, these people are not in as 
week a position as they often feel. It is important that they 
have confidence in themselves. It is essential that they do 
not feel overwrought as sometimes they have in the past and per¬ 
haps even now they st.ill have some vestiges of this feeling and 
that the intelligence and shrewdness, the financial power of 
these b;iyers is so great that they cannot cope with them* Now, 
only recently in the political arena, we had a case of a David 
slaying Goliath, in the case of Israel against an Arab world 
so much larger — this was in the military -arena. 3ut such a 
situation is also possible in the financial arena — in the 
international commodity arena.' ’.That is necessary is courage, 
imagination and the realisation of what the facts really are* 
Nov/, I came to bring this provocative message because, and I 
don’t speak for my company — I certainly don't because we have 
nothing to do with copra and coconut oil; I speak only for 
myself and I offer these thoughts to you not as an export on 
copra, but as someone who get his training here in this country 
and being able to have the opportunity of buying copra here, and 
I offer these ideas in the sincere hope that they will serve as 
a kind of, yes yon may say, as an offset to the kind of thinking 
that might, not come from the. industry itself * 



SPEECH 


THE PROBLEMS OF THE COCONUT INDUSTRY IN THE FOREIGN MARKETS 


Hoh* MARCELO S. 3ALATBAT 
Secretary of Commerce and Industry 


I am grateful for your kind invitation to be with you who are 
engaged in the foremost industry provider of foreign-exchange earnings 
for our country. I am taking this-opportunity today to discuss a 
subject which is uppermost in your mind — "The Problems of the 
Coconut Industry in the Foreign Markets o" It is timely that a 
"Coconut Week" has been set to afford the opportunity to focus these 
problems to our people and government, so that the situation in the 
coconut industry may be better understood and appreciated* 

Providence has indeed blessed our country with the soil and 
cli ma te that favor the growth of the coconut tree which is believed 
to be indigenous in our country having thrived in our land from time 
immemorial* Today the coconut tree is grown in every province of the 
Philippine Archipelago on which one third of our population depend 
for livelihood* 


Export Posture of the Industry * 

Hie Philippines lias become the world's largest producer of coconut 
products, supplying over 4o per cent of the world's total production 
of copra and over 60 per cent of the total world's exports of copra* 

Our country is also the world's leading coconut oil producer and 
exporter with a productive capacity of 850,000 tons cf oil and an 
annual export of*over 240,000 long tons. The first recorded commer- 
oial export of coconut oil from the Philippines was made over a hundred 
years ago in 1855 when 166 metric tons were snipped, valued at P8,740, 
although coconut products must have been traded abroad along before 
that time, for as early as 1?68 the Spanish Government, through a 
Royal Decree, compelled every Filipino to plant coconuto 

Because it provides the essential needs of the human being for 
food, clothing, and shelter, the coconut has aptly been called the 
"Tree of Life." Every part of the coconut tree — its root, its trunk, 
its leaf, its stem and its fruit — provides a useful material for 
the manufacture of a variety of consumer goods and a great assortment 
of industrial products* 
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As you all know, there*are four (4) major products of the coconut 
industry, copra, coconut oil, desiccated coconut and copra meal* All 
of these products are among the ten principal exports of the Philippines 
and collectively contributed over a billion pesos to the foreign- 


exchange earnings of the country or 

1/3 of the total value of all 

Philippine experts,as follows: 


Copra 

- 6o 4#5 million pesos 

Coconut Oil 

— 297*8 million pesos 

Desiccated Coconut 

- 72*0 million pesos 

Copra Meat 

- 65*6 million pesos. 

Total 

— 1,039*9 million pesos 


Foreign Trade Problems of the Coconut * 

In considering the problems which our coconut industry is confronted 
in the foreign markets, I shall confine my remarks to those of our two 
principal exports, copra and coconut oil, which are today seriously 
threatened by the loss of their markets abroad in view of the keen 
competition offered by other oils, vegetable, animal, aquatic and 
substitute synthetic oils* 

The problems of the coconut industry in the foreign markets are 
basically the problems confronting the coconut oil whether produced 
at home and exported abroad or processed in the foreign country out 
of copra imported by that country. Coconut oil in crude or refined 
form is the final product of the coconut industry that is utilized in 
the manufacture of food and industrial products because copra’s utility 
as a commercial product depends upon its transformation or conversion 
into coconut oil* Hence, the demand for copra at home or abroad is 
influenced by the need for copra of the coconut oil mills here and in 
foreign countries. Conversely, the operation of the coconut oil 
mills depends upon the supply of copra available to the mills and the 
competitive position of coconut oil vis-a-vis other oils is largely 
affected by the situation in the copra market. 

Fats and oils are produced all over the world. Of the world’s 
total production -of 35*6 million metric tons of fats and oils, the 
lauric acid type of oils to which the coconut oil is included, 
constitutes only 8 per cent, as trie following figures show: 


1963 World's Production of Fats and Oils * 
Tin 1000 metric tons} 


Types of Oils 

Quantity 

Per Cent Total 

Animal oils (butter & lqrd) 

8,690 

24 

Vegetable oils (soya bean, cotton 


38 

seed, etc*) 

13,500 
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Laurie acid oils (coconuf oil, palm 
kernel, babassu) 

2,650 

8 

Other edible and soap oils (tallow, 
grease, fish) 

6,100 

17 

Drying & technical oils (linseed, 
castor, etc.) 

1,440 

b 

Miscellaneous oils (including 

Mainland China) 

.2*220 

-2 

Total 

35,600 

ywww 

100 

wv 


• FAD, 1965. 


However, among the so-called ’’Laurie Acid Oils" to which coconut 
oil is grouped because of similarity in characteristics and utilities, 
coconut oil supplies over 80 per cent of this type of oils as follows; 


1965 World Production of Laurie Acid Oils * 
(in 1000 metric tons) 


Coconut Oil 


Quantity Per Cent total 
2,145 81 


Palm kernel oil 


440 17 


Baba* au ui 


To t a 1 


_6g 2 

2,650 200 

vwvv vw 


• HAD, May 1966 


Assessing Our Competitive Position . 


It is important that in our assessment of the competitive position 
of coconut oil in the world*s market, we must take into account the 
fact that coconut oil represents only a small portion of the world*s 
fats and oils and that the bulk of the world's consumption is supplied 
by other types of oils which compete directly or indirectly with 
coconut oil* 




As a world commodity, coconut oil throughout the years has 
experienced periods of prosperity and depression in harmony with 
the world economic situation. For instance, when World War I broke 
out in 1914, the trade in coconut oil became so attractive that en¬ 
couraged the erection of 37 mills mostly in Manila and exports of 
coconut oil steadily rose from 5^000 tons in 1913 to 140,000 tons 
in 1919 valued at 47 million pesos, a quantity and value exceeded 
only in recent years. 

Tariff Problems in the U.S. Market . 

Shortly thereafter, the coconut oil industry suffered a collapse 
and exports dwindled to 7,000 tons the following years as a result of 
the revision, in the US Tariff placing coconut oil in the free list, 
thus removing the tariff protection enjoyed by Philippine coconut oil 
exports to the United States. However, the industry wasjsaved from 
complete disappearance when, the United States under the emergency Act 
of 1921 provided a protective tariff duty for coconut oil of 2.67/ 
per pound. The industry was further given enoouragement when the 
Philippine coconut oil was granted a duty-free export quota of 200,000 
long tons to the United States under the Independence Act of 1934» 

But, at the same time, the United States enacted the Revenue Act 
of 1934 which imposed a processing tax of 3/ per pound on coconut oil 
so as to provide tariff protection for the domestic fats and oils 
industry of the United States, such as the soya bean and cotton seed 
oil industries, which at the time were in their initial development. 

As a consequence, the coconut oil industry did not prosper and was 
unable to fill its duty-free quota of 200,000 tons in the United States. 

And again, World War II broke out in 1939 and, as an aftermath 
of three years of enemy occupation and later the war of liberation, 
the coconut oil industry was completely paralyzed. It took over fif¬ 
teen years up to 1963 to restore and rehabilitate the industry to 
produce hhd export the alloted preferential quota to the United 
States, under the Philippine-American Trade Agreement of 1946 and later 
revised by the present Laurel-Langley Agreement in 1935♦ 

It will thus be noted that the Philippine coconut oil industry 
has for the past three decades been depending upon its preferential 
market in the United States for its exports of coconut oil end has 
thereby been affected by the demand for ccccrut oil ir that market 
out of supplies from either the imports from the Philippines or from 
the production cf coconut oil reo31 s in the United States. The problems 
encountered by the coconut oil in the United States have therefore a 
vital impact not only upon our coconpt oil producer/exporter but also 
upon our coconut industry ns a whole. 

Under our e xis ting trade relations with the United States, the 
coconut oil industry has at present a duty-free quota to the United 
States of 120,000 long tons which will be reduced for the next three 
years beginning January 1, 1968 to 80,000 long tons, and for the 
succeeding 3-year period beginning January 1, 1971, it will be further 
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reduced to 40,000 long tons, and thereafter all exports of coconut 
oil.from the Philippines to the United States will be subject to the 
US duty of 1/ per pound equivalent to 822.40 per long ton. 

I understand that our duty-free quota of coconut oil to the United 
States has already been filled in February this year. This means that 
the amount of coconut oil exported to the United States for the balance 
of the year, estimated at 130,000 ions, will be 100,000 tons in excess 
of the duty-free quota next year of 30,000 tons. This excess quantity 
will have to pay the duty of 822.40 per ton or 82,240,000 in 1968, 

This tax burden on the industry will progressively increase in 
the remaining seven years of the life of the Laurel-Langley Agreement 
and will therefore pose a very grave problem for the Philippine coconut 
oil industry in the United States. 

The elimination of the If! duty is therefore imperative if the 
Philippine coconut oil industry is able to maintain its market in the 
United States; otherwise, coconut oil produced by American crushing 
mills will replace Philippine coconut oil in that market. In that 
event the only possible consolation for the coconut industry would be 
the corresponding increase in its exports of copra to the United States 
if the increasing requirements of the American copra crushing industry 
could be supplied by Philippine copra. However, such an eventuality 
would be contrary to the policy adopted by the Philippine government 
of encouraging the processing of our exports of raw materials into 
manufactured products so that the country could benefit from their 
higher values in the foreign markets. Moreover, the high cost of 
production in the United States encouraged by the If! duty protection 
would weaken if not eliminate the competition of coconut oil produced 
in the United States vis-a-vis petro-ohemical based oil* This newly 
developed synthetic oil is offering effective threat to the industrial 
market for coconut oil. Even our exports of copra to the United States 
would accordingly suffer reduction or possible elimination from the 
American market. For coconut oil to offer an effective competition 
against such synthetic materials as the petro-cbhmical oil, it is 
necessary that coconut oil be produced efficiently at a low cost of 
production and this cannot be achieved without the elimination of the 
tax, tariff and other burdens imposed upon coconut oil. 

In the edible field, the market for coconut oil in the United 
States is very limited; in fact, practically no coconut oil is 
utilised in the manufacture of margarine which has become an exclusive 
market for the enormous vegetable fats and oils produced in the United 
States. This group of oils constitutes 38 per cent of the wcrld*s 
total production of all fats and oils, of which the United States is 
the largest producer and e:qjorter to the world's market and constitutes 
the main competition of coconut oil in the edible field not only in 
the United States but also in Europe. 
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Tariff Problems in the Common Market * 

Coming now to the Europe-an market for coconut oil, it is 
gratifying to note that in recent years our exports of Philippine 
coconut oil have increased considerably, particularly to the Common 
Market countries# But here again our coconut oil exports to these 
countries are confronted with protective high tariff duties* The 
Common Market countries have increased their import duties to 5 
per cent and 10 per ad valorem on coconut oil for industrial and 
edible uses, respectively, notwithstanding the fact that, as 
members of the General Agreement on Tariffs and Trade (GATT) and 
the United Nations (UN), those countries adhered to the principle 
of granting non-reciprocal concessions to developing countries by 
developed countries on the exports of primary products from 
developing countries. 

While in the United States practically no coconut oil is used 
in the manufacture of margetrine, in Europe a considerable amount of 
coconut oil is utilized in the production of margarine and other 
food products, in competition with soya bean marine and other fats 
and oils imported from the United States. These oils are sold at 
lower prices than coconut oil. 

As in the United States, the increasing use of petro-chemical 
base oil as substitute foi* coconut oil in the industrial field is 
« potential threat to a considerable market for coconut oil in 
Europe* 


However, as long as the copra crushers in Europe could produce 
coconut oil in competition with vegetable and synthetic oils both in 
the food and industrial fields, the bulk of our copra exports to 
European countries, approximately 60 per cent of our total copra 
exports of over 1,000,000 tons, would continue to go to these countries* 
Any loss in our European market for coconut oil would thus be compens¬ 
ated by a gain in our copra market* 


Summing Up and Suggested Solutions * 


I have thus outlined some of the difficult problems which our 
coconut oil exports and indeed our coconut industry as a whole must 
face and overcome in the foreign markets. The basic' and most difficult 
problem is that which involves protective policies for domestic indus¬ 
tries adopted by the importing countries. Having established domestic 
coconut oil mills, these countries have imposed safeguards against 
competition of like product imported from other countries such as 
high tariff quotas, import restrictions and other trade obstacles* 
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At the sane time, these foreign mills need the raw material* 
copra, which is not produced ih their respective countries and 
thus encourage the duty-free entry of this commodity* 

What can our industry and our government do to overcome these 
problems? • 

X believe that the first step to meet these problems is to 
achieve a high degree of efficiency in the mills by producing a 
superior quality of oil at lower cost than that produced by the 
competing foreign mills. This will induce foreign users of our 
coccnut oil and the consumers of the numerous food and industrial 
products manufactured out of coconut oil to support the elimination 
of the obstacles to the importation of coconut oil in their res¬ 
pective countriesr 

And no less an important factor in overcoming these problems is 
the improvement in the quality of copra as the essential raw material 
of the coconut oil industry. The quality of coconut oil produced 
depends to a large measure upon the quality of the copra crushed 
into oil* It is therefore necessary that our copra drying methods 
be improved to produce a high quality comparable to that produced 
in competing copra exporting countries. 

With the support of the government, the industry should undertake 
to discover and develop new commercial and industrial uses of the 
various component parts of the coconut tree and endeavour to produce 
or manufacture these at home for domestic consumption and for export* 

In this atomic age, science has unlimited opportunities to delve into 
many things heretofore unknown and it was this motivating factor that 
prompted President Marcos in proposing at the last SCAFE Conference 
in Tokyo the establishment of an International Coconut Research 
Institute in the Philippines, in the hope that the "Tree of Life 1 ' 
will further provide us with new products to satisfy our cravings 
for better living. 

Through regional cooperation among the coconut-producing countries 
in Asia, such as the establishment of the Philippine-Indonesian Coconut 
Commission, the common problems in the foreign markets could be coped 
with collectively by these countries. 

For its part, the government should redouble its efforts to seek 
remedial njnaures in the foreign countries.through diplomatic represent¬ 
ations or bilaterial agreements with the view to the removal of trade 
barriers against the entry of coconut oil to these countries* 

Our main market in the United States which today presents the most 
serious problem confronting our exports of coconut oil requires the 
immediate concern and attention by the industry and our government. 

The very existence of our coconpt oil industry is threatened and it 
is imperative that steps must be taken now to seek a solution to this 
problem* Time is of the essence and we must not procrastinate before 
it is too late* 

- 38 - 



With the solution of this problem and the removal of the other 
obstacles imposed by other foreign countries, our coconut oil 
industry can well look forward to a bright future* As presently 
organized and operated and with further improvement in the 
various segments, the Philippine coconut oil industry and the 
coconut industry as a whole should be able to continue to exist 
and thrive in a world of free competition among the various types 

of fats and oils, without tariff or trade preferential treatment* 

\ 

And with the removal of internal taxes and other obstacles on 
the coconut oil produced in foreign countries the foreign copra 
crushers could continue to thrive and exist and thereby enabling 
them to absorb our copra exports to these countries* 

As I have stated, we are fortunate that Nature has provided 
us with this coconut tree, the "Tree of Life*" With all the 
difficult problems that this wonderful tree had to confront in the 
past, it has survived through centuries* We can thus look forward 
ahead with confidence and optimism that man will find ways and means 
of solving its present and future problems, for as the chemist tells 
us, the coconut tree is organic in structure and will continue to 
thrive from year to year as there is life on earth* 
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THE MARKETING OF COPRA 

Mr. MANUEL J. IGUAL 
President, Mr. Manuel Igual, Inc. 


To many the marketing of copra would appear to be a simple 
procedure — filling bags, and loading then on vessels for event¬ 
ual shipment. Actually it is not as simple as that. The producer 
must be sure that the copra he produces is of an acceptable quality, 
lest he run the risk of being penalized. Then comes the bagging of 
copra. This is where the dealers step into the picture, and never 
leave the picture until the copra is discharged in some bodega or 
in some foreign land, preparatory to processing into semi-finished 
or finished products. At this moment we shall confine ourselves 
to the marketing of copra until it arrives let’s say in Hamburg. 

This is what happens, X figure to copra as it moves from the tapaharu 
It is placed in a bag, it moves in a barge or kariton or a truck, 
then placed in a bag pile, or what is known as camada for sometime 
and rebagged for either export or a consumer’s bodega for processing. 
The foregoing procedure seems simple but involves a lot of details. 


The Stock at Collecting Points . 

The farm, the financing, the producer, the selling with ad¬ 
vances in cash paid, the transportation of the goods from an 
accessible area to a centralized area for eventual movement to a 
bodega - these are the cumbersome details* More often than not 
the copra is moved in sacks belonging to the dealers and in truclfs 
tha t belong also to the dealers. At this point I would like to state 
that it is not the dealers’ wish to attribute to himself this chore 
of supplying hags and transportation but if he will not then who 
will do it and for how much more. Storage here again involves 
warehousing, sacking, resacking and handling of the product and 
living of personnel. Each of these points are not only time con¬ 
suming but also add very much to the cost. 




Minute Details and Calculations at Export Points * 

At t his point we have the copra ready in the bodega for 
export* In order to sell the copra the dealer must look for 
shipping space not readily available at certain times of the 
year* He also has to undertake the insurance of the cargo 
and make certain that the cargo is ready to be shipped at the 
time the vessel is at the low port* All this involve a certain 
amount of coordination not only with the carriers but with the 
banks, the buyers, and other representatives at the time of 
shipping* In the meantime, while the dealer is building up his 
stocks of copra, the market does not wait for him to have say, 

500 tons of copra available. The market constantly fluctuates* 
This is one risk the dealers have to take 10C^ on their own* And 
this is one phase of operation where several miscalculations in 
a row could spell disaster in a very cold manner. 


gtri 11ful Presentation of Export Documents* 

On the assumption that the cargo has been sold at a profit, 
there is still a procedure to be followed in presenting documents 
in proper order which today requires some skill in. getting all the 
documents in order at the same time that in so doing it won't mean 
waste of time and loss* In getting documents in order, not only oust 
dealer-exporters satisfy what is required of them by the buyer but 
also what is asked of them by the PHILCQA., Customs and Central Bank* 
With all due respect to the past Chairman of the Philcoa I must state 
here rod now that the present Chairman has instituted certain reforms 
which undoubtedly helped and facilitated the work of dealers in the 
export of copra* 


The Minor Details that Increase Costs * 

These seemingly minor cost details have an uncunning ability 
to add up down the line with the result that as a rule of thumb 
some exporters figure that it costs P2.50 per 100 kilos until the 
cargo is discharged at the foreign port. The difference of P3»5C 
per 100 kilos should take up the calculated loss in transit, 
mainly moisture, and some overhead expenses and interest charges 
up to the time of discharge. That is basically the superintendent's 
charges and other charges the dealer-exporter takes on his own 
account* I am going to make mention at thi3 moment the topic that 
is rather delicate* It is the matter about the move to nationalize 
copra* 



What Makes One An Exporter ? 

A very basic requirement is a good man, that is, an excellent 
reputation as a good and reliable businessman who will live up to 
his commitments whatever the results may turn out to be, A man 
or firm that has a banker’s backing is a pretty good guarantee 
that he could be in the copra business. This is the first step. 
Here again is a supplementary item that this individual or firm 
has to have a moderate amount of money together with what the banks 
can agree to advance to him, which should be sufficient to tide the 
exporter over towards end of the shipping period. Again, it is of 
prime consideration that the reputation of the firm be nothing short 
of excellent, Whhther the firm is able to maintain its acceptance 
by the buyer will only then depend upon his performance. In essence 
there is no need at all to legislate business or, as an analogy, 
as water seeks its own level, so will the buyer seek a reliable 
exporter. 


Factors Affecting the Price of Copra . 

The marketing of copra does not stop at the time that the 
copra is placed in the vessel and moved out. Actually, it 
continues very much on in Europe. For example, it remains in 
the hands of dealers, and reserved until such time that the coprc 
does end up in a factory where it is ready for processing, 

A, question comes up - what factors affect the price of copra? 
First, the quantity available; second, the availability of com¬ 
petitive products; and third, the price availability of competitive 
products for while they maybe available they may be outpricing 
themselves as compared to what price copra is currently available. 

Adding some points for the producers - at a given price there 
Will always be a market for copra. This is one point that the 
producers may not see eye to eye with me, but I personally feel 
that if the producers were to exert effort in doubling their pro¬ 
duction their cost of doubling their production will not be the 
same. And even if they were to sell at 60 % of their present price 
they would still be making an overall profit. In this manner they 
will undoubtedly stand to earn more per unit area, and due to the 
quantity available chances are there will not be such wide fluc¬ 
tuations in price. And so the producers could be in an enviable 
position of being able to forecast their earnings, provided that 
there is no copra stolen enroute from the plantation to the bodega. 
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Cost of Production Must be Rationalized* 


Now what can we do to guarantee that our biggest export 
product is not overshadowed in the consuming area by other 
substitutes, I feel that we should, develop and apply system 
which would increase production per unit area not extensively 
but intensively. We should also introduce better methods of 
producing copra and see how production costs can be lowered to 
take advantage of increasing production per unit area and also 
by a fuller utilization of the nut itself* 


Next, is that the road facilities are in a pitiful condition# 
V/e all know this, but what can we do. If only groups could go to 
their Congressman maybe their roads maybe improved. Next, is the 
improvement of cargo handling facilities. There are no two areas 
in the Philippines where cargo handling is virtually mechanized* 

If we are mechanized this will result in net a decrease in handling 
charges to a great extent and possibly in about two years we will 
be in a position to determine whether it is more feasible to have 
bodegas fully mechanized or still depend on labor* In this manner 
we will be able to determine to what extent we have to reduce 
handling cost. We can possibly lower the ultimate price of copra 
probably make it more acceptable and make the buyer prefer copra 
than other substitute products. 


In sum, one must rever let go of the fact that at a price 
copra will always have a home. There is no question in my mind 
but if copra can be produced and sold at prices say at 70S& of 
what they are today and at the same time mean good margin or profit 
for the producer for the i-easons above stated I see no reason why 
anyone should worry about the future of the coconut and our ability 
to market them anywhere* 
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THE MARKETING OP COCONUT OIL 

Mr. DOMINADOR LIM 
Vice-President, Legaspi Oil Company, Inc. 


Status and Dimensions of the Coconut Oil Industry. 


I believe that the coconut oil industry in the Philippines shows 
remarkable signs of growth* Foreign exchange earnings from coconut 
oil averaged 344.49 million from I960 to 1966 increasing from $15*7 
million in I960 to 3?4.4 million in 1966. Copra purchases made by 
oil millers for crushing have increased at an average of thirty-one 
per cent during that period* This period shows a significant shift 
to copra processing rather than selling in its raw primary form* We 
still export approximately 71 per cent of our coconut products in 
the form of copra* About 70 per cent of the coconut oil we produce 
goes to the export market with the rest being consumed locally* 

Local consumption of manufactured coconut oil has been increasing 
in 1960-66 by about 6.4 per cent while our exports of coconut oil by 
about 68 per cent with 80.2 per cent of this going, to the United 
States last year. 


Capacity and Utilisation of Phil* Oil Mills * 

Thirteen active oil mills in the country process copra and 
export oil and copra meal, a by-product* 

These mills have an estimated total rated daily crushing capacity 
of 2,965 metric tons of copra which is equivalent to a total rated 
yearly capacity of 993,275 metric tons for eleven months in a year* 

Actual capacity utilization of these oil mills based on 1966 
figures was 70 per cent of rated capacity. 




The Market for Philippine Coconut Oil * 


Local consumption of coconut oil is only about 30 per cent of 
total production. Exports to the United States in 1966 accounted for 
243,945 metric tons. Germany, 3 ( -',2?l metric tons and Netherlands 
16,052 metric tons constituted •••he balance. 

Philippine exports to the u.S. in 1966 exceeded the current 
quota of 120,000 lor.g tons and nhe original duty-free quota of 
200,000 long tons in effect in 1955. Exports to European end-usera 
have been held to a minimum because of their adequate crushing 
facilities as they would prefer to import copra instead ef ail. 

Total exports of Philippine coconut oil, however, have been 
increasing steadily over the past seven years. The current duty¬ 
free quota of 120,000 long tons for this year was filled up last 
February 15 and if the 1955 quota of 200,000 long tons is still in 
effect, it would have been filled up by new. 


World Trade in Coconut Oil. 


In 1965* the Philippines had a share of 52.46 per cent of the 
total world gross exports of coconut oil with Ceylon in second place 
but way behind with only 19*19 per cent. The other significant 
exporters were Netherlands and the States of Malaya and Singapore. 

United States imports of coconut oil. in 1961-1965 shows an 
increasing trend. The Federal Republic of Germany also shows an 
increasing import demand while U.K. imports were more or less 
stable over the past five years. 

Demand and 3upply of Coconut Oil . 

The Philippines is expected to increase production of coconut 
oil, by 2.43 per cent according to an FAO study. Indonesian production 
iar expected to decrease annually by 6.7? per cent or 17,200 metric 
tons a year. 

A large sogmont of world import demand for coconut oil comes 
from the U.S. which we must study carefully in the face of indications 
of a decrease in consumption to something like 102,300 metric tons by 
1970. 


few Uses of Coconut Oil« 


Research into interchangeability of various fats and oils in the 
consuming countries Is in an advanced stage. They are studying the 
shift from one oil to another and price i3 the vital factor. To 
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cushion the impact of this development we should start studying new 
and expanded uses of coconut oil in both the edible and industrial 
field. 

To meet these uncertainties we must also look at the prospect 
of expanding domestic and other foreign markets possibly those with 
whom we do not yet trade. We have also reports on the possibility 
of Indonesia and India as Importers of our oil* 


Foreign Trade Problems, 

The European Common Market has recently imposed an increased 
ad valorem tariff on coconut oil from 3 to 5 per cent in technical 
usage and from 8 to 10 per cent for edible uses. 

What does this mean when computed through current price of 11-3/4 
cents per pound? The duty has increased from $7,90 per long ton to 
$13,16 for technical consumption and from $21.01 to $26.32 per long 
ton for edible consumption. 

Consumption in Europe of coconut oil is meanly edible and no 
tariff rebates are made for that portion of our exports used for 
technical purposes. 

The U,S. 1-cent per pound duty on coconut oil for shipments 
exceeding the current duty-free quota of 120,000 long tons corres¬ 
ponds to $22.40 per long ton* 

Comparatively, we paid $1,657*341 duties for our ECM exports in 
1966 and would have paid in the US $2,820,158.66 if the quota excess 
of 125,899»94 long tons were not credited to the 196? quota which was 
act in February, Furthermore, the progressive decline of our quota 
to 80,000 long tons next year nnd .40,000 long tons by 1971 would be 
disadvantageous to the Philippines, 

Precisely, this is the reason why we advocate the elimination of 
all U,S, taxes end duties on coconut products and similar tariff 
relief in the SCK. 

Hopefully, the GATT and the UNCTAD should consider this appeal 
of the world's oilseeds producers and pass non-reciprocal trade 
concessions. 


The Price Situation, 


It is a fact that copra prices in the world market fluctuates 
over a wider range them coconut oil.' Eased on U.S, Department of 
Agriculture data fine price of coconut oil climbed from 12 cents a 
pound in January 1961 to a peal; of 23.3 cents per pound in May, 1965* 
down to 15*2 cents per pound in July 1966 . 



Coconut oil prices behave differently from soya oil, it appears 
— whenever coconut oil prices are high the latter is low* The fact 
is that soya oil and sunflower oil seem two derive advantages from 
record production figures maiding its price competitive* Soya oil 
constitutes two-thirds of world exports of oil and nearly all from 
the United States* A study also shows a steady reversal of the 
ratio of coconut oil content of soap in the U*S, An added factor 
might be the threat of synthetic substitutes* 

It is normally easier for an exporter to finance trade if the 
price of this product is relatively lov/er. Maybe it would be advisable 
with a view to increasing the margin profit* 

The current Mid-East crisis has pushed up freight charges by 10 ' 
per cent for Rotterdam, Hamburg, Liverpool and other European 
destinations since voyage time increased after the Suez Canal closure. 
War risk insurance also climbed from 0*625 per cent to 2 per cent* 


Recommendations * 


In fine, I recommend that the industry undertake the following 
measures design to stabilize our marketing posture: 

1* We must seriously study the prospects of other markets like 
Eastern Europe and the methods bf penetrating them. 

2* The coconut industry must work hard, with the support of the 
public sector, to lift the tariff barriers on our products all over 
the world. 

5* The industry must make deeper studies into new uses of coconut 
oil to cushion the impact of competition from other fats and oils as 
we)l as synthetics. 

Jfipom the economic standpoint, suffice it to say that the production 
and marketing of coconut oil has three major advantage- which recommends 
it as a priority national effort: 

lc Processing creates more employment and captures the added 
values for our economy. f 

2* Coconut oil is easier to handle and the freight is cheaper 
than other typ03 of bulky cargo like those in sacks* 

5 . Coconut oil does not deteriorate in transit or in storage 
and its quality is maintained* 
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Marketing Problems . 


It was concluded that whether the suppliers of copra and 
coconut oil are rainy and competing with each other they are placed 
in a disadvantageous position by the few buyers in the world mar¬ 
ket. Trie larger number of small suppliers compete with each 
other not only on the international but the domestic level as 
well. In the domestic scene it is the local buyer that dictates 
the price and this is the plight of the small coconut planter 
here. ..hile they are prejudiced by buyers prices they also need 
the latter as a source of loans in the course of a crop year. 
Cooperatives as a solution has not been resorted to yet because 
of the leek of credit facilities to 50 with such a movement. 


Marketing policy involves both the producers and end-user* 
If both groups do not work at cross-purpose they can be a very 
formidable unit as they were in the drive to eliminate the 3/ 
processing tax on coconut oil in the United States. 


iind-users as well as producers do not favor wild fluctuations 
in prices so that stability is interesting to both whereby profit 
is equitably distributed at both ends of the market* Obviously^ 
this ideal has motivated the Food and Agriculture Organisation to 
study the possibility of an international commodity agreement for 
oilseed products like they have in cocoa, coffee and tin. In 
this study, the buffer stock concept comes into play as the lever 
or balance to supply and demand factors as well as pricing. 

However, cou.iodity agreements are not likely to succeed if 
even only one producing country is not party to the pact. If 
stability is generally desired then the commodity agreement is 
the answer but if wild fluctuations are desired to give room for 
speculation then a commodity agreement is out. It is estimated 
that it will take at least ten"years to make a commodity agreement 
work* Building up a buffer stock aIo.no will take two years to do. 

Price speculation is one of the problems of short-term trading 
where " there might be a tendency to exaggerate prices and situations 
but on the overall coconut products have not been subjected to 
very wide margins. 
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Edible Uses of Coconut Cil. 


There has been an increasing displacement of coconut oil 
in the production of margarines in Europe and in the United 
•states. .1 good margarine, however, needs only a minimum amount 
of coconut oil and it has been noted that a good margarine is 
still possible by substitution of coconut oil with another subs¬ 
tance like fish cil. The emphasis in substitution is lower 
costs so that ii the substitute is cheaper then coconut oil is 
displaced as a component in margarine. Percentage use of coconut 
oil has nothing to do with fluctuations in export volume. 

i. study has seen made- oy the >‘A0 on the use of various oils 
and -ais in margarine -.uie it has been noted that there has been 
a significant drift to cheaper ingredients which meet the profit¬ 
ability te&t of the aaninV-icturer.s. 


Competition. 


Unilever’s palm cil plantations in Sabah (North Borneo) are 
evidently regarded by that firm as -a source of che&r. row materials 
for their factories, These p’ nutation? however are separate units 
from the oil and margorir.e firms of th».t organization in Europe. 

It is reporte i that the palm oil production of these Unilever divi¬ 
sions 'vil 1 also be traded in the .•crld oner. market. 

It is estimated taat palm oil ju more profitable than coconut 
cil but it requires a tremendous amount of investment* The soft 
outer ccveria" of the palm oilseeds re./wires its immediate T>ro- 
cessing so that its kvftnability could be mnintainod. Palm oil 
processing epiir.ser.t is .much more costly than those used for 
coconut oil. 
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Tariff i.- also a form of competition which will become kear. 
by 1976 . her. production will have gone up 30-50 per cent at present 
levels. 
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The Hole of the Trading Sector 


The planters feel that the trading sector could have played 
a vital role in improving our market strenght. As the world's 
biggest supplier of copra and coconut oil this factor could have 
been transformed into an effective leverage with the buyers 
.abroad. 


Actually the sellers is in a weak position because of poor 
financing while the buyer is in the best situation. Commodity 
agreements might be resorted to but that is a long-range solution. 
Speculation cannot be fed or. a sustained market fluctuation be¬ 
cause that is not possible. Another possible solution to the 
price differences as it affects the r.ct income of the producer 
is to lower the cost of production of the latter. It also appears 
that the disparity between the buyer and seller is also psychologi¬ 
cal in nature. 


Ir. any case there appears to be an overemphasis of the 
strength of the buyer. There are many markets to chose from — 
the United States, burope, Japan as well as the fairly large 
hor 3 market. 3y increasing the domestic marketability of coconut 
products in is also possible to strike a fair balance between 
the buyer's and seller's respective strengths in the market. 

The only difference ultimately lies in the ability to raise 
financing and this goes all the way down to the price quotations. 
•The party with the larger financing can hold out longer for a 
premium price. 


Research As A Marketing -factor . 

The forum agreed that the profitability and marketability of 
coconut products would lay mainly or. productive research activi¬ 
ties in the basic and applied areas. This could be done by a 
joint venture between the public and private sectors of the 
economy. Combined the resources, brainpower and direction of 
research efforts could be mardmined at higher utilities. 

duality improvement must be made a price footer. As it is 
today it. appears that only moisture content is the gauge of 
pricing in tire market so that vie have not advanced from the 
implementation of the moisture Meter Law of 19 C A under the 
Philcoa with quality measurements by other devices. For as 
long as no premium is attached to quality no incentive will 
drive the producer to improve the quality of his copra and corres¬ 
pondingly reflects on the quality of the coconut oil. 
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Copra Marketing 


The marketing of copra, the movement from the farm to the 
warehouse (the warehouse in the town) before it even reaches the 
exporters or the .dealers warehouse transportation is actually very 
important. The planters gave their opinion on the movements of 
their own copra.from their plantation to the shipping porta. 

The main problem for the planter is to get the best price. 
They fail to get the best price because of market limits. 

About the sales report required by the Central Bank of the 
exporters, for the export department, obviously is because black 
market traffic in Hongkong is enough inducement. It should be 
expected, since there has been a return of a small gray market 
but the real reason we do not know. 

In a GATT publication it shows that American soyhean exports 
have increased fantastically, among the reasons for this are, 
regularly controlled quality. The yield depends on the quality 
of the oil cake. Second, the possibility of shipping it in 
bulk. 


We believe in quality, and that it matters a lot* The point 
of view that quality i3 unimportant may be so from the Manila 
market standpoint. 

Imagine if you have ccpra in Basilan or Zamboanga or let us 
say Cotabato, and you are going to move that copra down to the 
copra exporting area and you have copra that is not properly dried 
then you have mold growth. Do you call that copra? 


Relation of Production to Expert Factors . • 

We should double our production to reduce the prices in the 
international market. 

To produce for example, 200 kilos more than the usual 100 
kilos, the management cost is fixed and the production cost is the 
one that either gees up or down. But ‘as labor cost goes up, pro-* 
duction goes up - in terms of direct cost. 

If you double your production in ar, area it does not necessarily 
need to increase the manpower. 




Labor and Income. 


I think that you are under the impression that a laborer is 
paid £6.00/day in coconut farms. The labor in this case i3 per 
piece system. If you bring in 1,000 tons you have a labor cost of 
£ll.C0, so it follows that if you produce 2,000 tons you increase 
your labor cost tc £22.00. Improved methods lead to lower produce 
tion costo 

Why should we be talking about production cost since farmers 
are not factories. Even if we reduce cost, it does not affect the 
price. The smaller the farmer the more he makes more money. Coconut 
represents only of the total oil market, we are not even a chip 
of our finger, so how can we control prices? The only solution for 
the small subsistence farmer is. for him to improve his plot, (Kefer- 
ence was made to rubber in comparison to copra). Rubber cannot be 
compared to copra. There are twenty-two types of oil, while with 
rubber there are only two types 0 Twenty-two of these types deter¬ 
mine the price of copra which is only 6 % in the international market. 

We sell because we have copra and must dispose of it no matter 
what. There are many factors involved, A small farmer is at the 
mercy of the buyers. There are actually only a few we have to give 
in. To transport to Zamboanga it takes ten hours by boat and cost 
^32,00 a ton. At Zamboanga the weight becomes less. He pays for 
transportation and hotel, so I sell to the local buyer though I 
sell lower 0 The local buyer has bodegas, he has petroleum, and 
everything. There is a big gap between-the local buyers here and 
there down South, 


Increasing our European Exports . 

First the copra finds its way down to little mills on Rhein 0 
If a Filipino is willing to handle selling in Amsterdam mainly 
financing which is expensive and handling the buying, here then 
arrange the parcelling out and detail work on the other hand I see 
no reason why it cannot be done. But it involves a lot of money. 

If we put up an oil mill there it will be subject to the import 
regulations of those countries. Import requirements of the Common 
Market are such that if you import oil seeds into that area oilseeds 
are not taxed but then they might find it more feasible to crush 
other oilseeds than copra 0 

The oil mills in Europe use soybeans and all kinds of oil not 
only copra. Here we have only copra. The best characteristic 
of copra ,is that it is the best type to crush. It has the highest 
oil content of them all. In Hamburg, copra i3 discharged in lighters, 
from there they are brought into the mills, coming as semi-finished 
products. The documents are sent to the Amsterdam dealers market ar.d 
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from there it is all paper movement. 


The Value of Processing and Export 

What percentage do you add to your price to determine the 
profitable export price? What is your profit margin? For general 
information how much percentage is put into the cost of copra ex— 
port? We add the cost of buying and processing to the shipping 
cost, but we have also to compete vdth the crushed oils. 

We have no set rules for prices,, The profit made is minimal, 
slight or just within break-even range. In our business if you 
make 10# you are quite lucky. 

The effect of milling our copra here on the producers may be 
able to get a better price for your copra. Assuming normal condi- 
tions there is a crushing profit when you move in your finished 
product rather than copra there is less freight for oil than raw 
material. But how can we compete with the European market? In 
the Northern Coast it i3 the seller who pays duty. In the Eastern 
Coast it is the buyer who pays the duty 0 We ship to Hamburg and 
Rosterdam in bulk,, We should have ships especially designed for 
loading and unloading of copra in order to reduce costs of loading 
and unloading. 


Cooperative Marketing . 

Inasmuch as of the total copra is supplied by this the Philip¬ 
pines, Indonesia, Malaysia, India and Ceylon they could band together 
for 70# exports to get more profits. Vie are faced by the prohlem 
of oligopsony on the buyer sides. There are one to three buyers 
against 5,000 small producers, therefore, farmers cannot bargain in 
equal terms'*, Why not band together to command higher prices? 

The essence of the problem arises from inborn suspicion result¬ 
ing from lack of understanding among the planters and the exporters. 
Planters say that the exporters make more money, and vice versa. 

The relationship betweem the small planters who have the alternative 
of selling out to middlemen, of taking the risks and enjoy the margin 
if too small, then give to somebody willing to take the risks. We 
should revolve towards specialisation. The planters should process 
or add value — put up a processing plants 0 We need the producers* 
cooperation. In marketing if the demand is bigger than the supply, 
the producer is on tup.. ■*** ^nTv integration or cooperation 

then the producers will be in a competitive position vis-a-vis the 
middlemen. If there is understanding there would be leas suspicion 
but bigger risks. Cooperatives have failed because of poor manage¬ 
ment and wrong attitude from its members. The government must help. 
Maybe the Producers Cooperatives can ccme easier because being busi¬ 
nessmen they are more accustomed to management lore and the laws of 
a cooperation. 
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COCO-CHEMICALS IN COCONUT INDUSTRIAL AMD TECHNOLOGICAL 
' ' • DEVELOPMENT 


Mr. ARTURO Q. TRINIDAD 
Acting Assistant General Manager 
Coco-Chemicals of the Philippines, Inc. 
(NIDC Subsidiary) 


I v/ill not apologise for the coco-chemical project. I 
studied in a country where they plant coconuts and do not 
fight over coconuts. They use coconut from the husk to the 
.meat to the raiUf, and they still buy coconut from the outside. 
They don’t have conventions like these, they don't have planters, 
producers, exporters group and they are not as fortunate as this 
country and v/e are not as poor as that country and maybe if v/e re 
then v/e are not going to fight over coconuts, like we are fight¬ 
ing over it now. 


Technologi cal D emands of E ntrepren eurship . 

I am actually connected with the financing institution 
(NIDC) which is a.subsidiary of the FNB and it is very nice to 
have people suggesting to have more banks, for the fishing in¬ 
dustry, coconut industry., etc. If we do that v/e v/ill be the 
first country to have a bank for each industry. Vie have 40 
commercial banks, 15 development banka and I hope that people 
who study these proposals would Ionov/ that the putting up of a 
bank is not that easy as v/e think of our concept of a bank is • 
where we can draw money from. But if v/e have more banks it 
would be more exciting for v/e v/ill have more institutions to 
indict also the people that make up our so-called coconut industry, 
so-called because we hear about it only once a year. We are going 
to indict the planters because it is easy to criticize government 
policies but it is very hard for them to cooperate with the 
government in putting these policies into effect. And they want 
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these policies into effect. And they want these policies to be 
put into effect without them sharing the risks necessary. They 
would indict foreign companies for malting so much money, but 
they would not join in industrialisation efforts. They have one 
concept of enterpreneurship, and that is to borrow, so that 
their concept of capital is borrowed capital. 

V/e know that entrepreneurship doesn't merely mean having 
ideas. It is also putting in some equity capital, taking on 
some risks. I am doing this because I am involved in a project 
which I think needs your protection, which I think would need 
no apology, but which unfortunately, because of hesitancy of 
some of our planters to put in the bloc some of their personal 
properties we have met some difficulties but we expect to over¬ 
come these difficulties. And we hope when we do, we also are 
going to change the attitudes of our planters. 


Jhat Is the Coco -C hemicals Project? 

Ae gcve you this diagram of coco-chemical products, a 
myriad v/e call it* It's really a myriad, it's a dream, but we 
are cutting through that dream and we are in there. There is 
a thin white line and against insignificant, and we ere going 
to overcome it. I hope we can do it silently So that when you 
come to-hear' about us, we will be operating. Just two days ago 
we listened to .Senator Manahan, a very disappointed man. He's 
not alone. There are so many disappointed people trying to help 
the coconut industry. I assure you we belong to that group* Mr* 
Manahan does not know when he said we have to change attitudes, 
we have to go into areas others haven’t gone to before,, But he 
does'nt know how difficult it is to rush in where other people 
fear to tread. And we have rushed into this area, and in the 
process of doing so, v/e have gone through an investigation. 7>e 
have received brief butt§ left and right so much so that I think 
any question that will be forthcoming from this floor this morning 
wou^-d be simple exercise to us. 

Now, what do v/e have? As we said, a thin white line that 
goes to a dream, we are putting up a plant, a coco-chemical 
plant — coco-chemical because we are going to use as a ma.jor 
raw material coconut oil — and unfortunately we have to depend 
again on a foreign process, an imported process. V/e have to do 
it together with one of the biggest detergent manufacturers in 
Japan, the Kao Soap Company which owns the patent for this process* 
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What are v;e going to produce? V/e are going to produce 
initially, by using coconut oil, fatty alcohol: 3,000 tons a 
year which can he converted into 6,000 ton 3 of plasticizer and 
glycerine as by-product. 

The plant is going up now. If by chance you have time to 
lool£ beyond the coconut trees growing in Quezon, you will see 
a plant silently growing up in Lucena. And we are glad that 
as v/e see the plant grow up, there's a big chance for progress in 
that area, in that very area where it is growing up. 


Social and Economic Retu rns Ex pecte d. 


Now we said that this has been a much criticized project be¬ 
cause they have questioned the private profitability of this, that 
is, how much return is it going to give to the investor, not the 
borrower, the one who puts his money into this? And this is where 
our difficulties are because it is really very difficult to show 
a very high rate of return on the equity we are going to see in 
this projeot. 3ut the people do not ask this question; they do 
not consider another important aspect of a project like this like 
the social rate of return. 

How much return is this going tc give to our economy? Per¬ 
haps if I present to you here a very complicated econometric 
formula which would show how high the rate of return of this to 
the whole economy, you would take it with a grain of salt becaime 
it is very easy to derive an abstract econometric formula where 
we consider factors like labor, wages, the employees who are 
going to ..ork in this plant, additional income that would accrue 
because we are not going to export the basic raw material, copra, 
instead convert it into coconut oil to produce this product. There 
is that incremental income which we can measure - savings in 
foreign exchange because v/e don't have to import a product which 
v/e are importing right now, and possibly generation of foreign 
exchange because we can export the products we are producing. 

So add all this incremental income to the income that would accrue 
to the private equity, there would be a difference. Those who have 
studied economics would support this. But as I said, it is going 
to be useless if I present a formula to you, which would show 
that incremental income. But it would bo more convincing had you 
been in a place called Kuta a year ago before v/e started putting 
up.a plant, and the place Kuta now when that plant is going up, 
and see how much change it has brought about in that place 



Solving Some Marketing Problems . 

Now, coco-chemicals from coconut oil will fuse and split 
— there is high pressure, hydrogenation, and then right here 
we produce fatty alcohol. And from fatty alcohol we produce 
plasticizer and there is a by-product called glycerine* 

Now we know that there are substitutes for these products 
in the same way that there are substitutes for coconut oil, .and 
we know that we are going to have problems in marketing these 
products. V/e Ionov; that the moment v/e stqrt producing, the stock 
of products which are selling at a certain levels — imported —* 
would suddenly go down in. terms of price so that they would of 
course, in any free market enterprise situation, try to kill us 
through market competition. And here is 'where we are going to 
expect protection, not only from the government but also from the 
people, the Filipino producer or producers who are going to use 
this product. 


The Cost in Confidence. 


The project would cost about P23 million and we are lucky 
right now that the Philippine National Bank (not the Philippine 
Sugar Bank — they don’t have that yet) has committed itself to 
support this project. They would not allow — and they know it — 
fully this project to collapse, because if it does not then it is 
going to setback a so-called coconut industrialization project by 
2 or 3 decades. Because if v/e fail to prove that we can make a 
going of this concern, how else can the poor coconut or copra 
producer who has 200 bo 300 hectares of land commit this land and 
risk it in another industry? 

So there you are, ladies and gentlemen of the coconut industry, 
I have not gone into the more technical aspects of this project* 

3ut from this nqitriad of products this dream, you can see how- a. 
small portion is coming through, and we hope that you would 
support us in making this project a success. 
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SKiJ COCONUT 33C3CW U tf.-fi ®HILI?s>EI2 DCCrlOKY 


Dr. ' AUGU3TO C£3A.l 'wSPISIOT 
President, Philippine' Chamber of industries 


Accor5in" to tradition the coconut has many uses and one of them 
s it gave me my first income. Cne of the encouraging things I have 
heard which 1 have been wanting to hear many years ago about .the 
coconut industry is that the warning has been given to the differ¬ 
ent sectors of economy such as the sugar bloc. As a Filipino inte¬ 
rested in the coconut industry I have been waiting for this yarning, 
for the past 15 years. And not it has been given out. There is 
indeed some future yet. I understand that is your discussion in 
tne past few days there has been some notes of pressure about the 
fact that the coconut industry in general, has been satisfied with 
•just coasting along as it has been doing in trie past years. 

In the wake of .-'.any dynamic happenings in the enterprising scene 
and even in the local scene all the grandiose plans for innovation in 
this year of the coconut industry, for instituting in the country 
the benefits of modern industrialized civilization lent support to 
the warning of Kr. A'leazar. I understand our part here is to discuss 
too coconut sector in the Philippine economy. The other speaker and 
I both have not written our speeches. ..e are*going to give you 3ome 
of our thoughts on the topic as you give us a hundred 'questions on 
the subject. 

Since the subject given me is industrialization I would like to 
briefly explain my side of what is happening to Our industry* 


Industrialisation as a Historical Necessity . 


As we study the history of many modern industrialized nations 
developed today we find they .are advanced in technology such as 
Denmark and New Zealand. These com - .tries are industrialized count¬ 
ries. Industrialization brings many benefits of modern technology 
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which cannot really be just described ly the term industry. 

There are many sociological factors that comes with industry 
which are really not only economic progress but in general also 
political organization and national development. Therefore, 
we have beer, in the right path in talking about industrial deve- 
lopment in the past decade. I would like to take 1950 as just 
about the beginning of the first stage in our industrial develop¬ 
ment - most of it has been the import substituting in the industrial 
development which would really give much more encouragement, such 
more thought to the idea of producing, manufacturing, processing 
not only for the local market but also for international trade© 

Industry is a broad subject and it mostly carries with it the 
connotation of resources of a nation but wisely allocated. In 
terms of picking out certain priorities I have a biased opinion 
which would happen to coincide with the intention of the coconut 
industry. Mainly, I feel, I think that we must build largely on 
what we already have. 

Agriculture is historically the one big paying activity from 
which industries can be financed. I am saying that a top priority 
project is to maximize the assets, the resources that are in the 
country. I do not mean that I would discourage the ventures espe¬ 
cially capital ventures. I am just haying that frcm the point of 
view of finance, of technology, there is a point in really starting 
out our industrial development from more simple operations but uti¬ 
lizing a3 much as possible what we already have in the country. And 
when we think that what comes to mind is potentially important it 
is the coconut industry in the Philippines which for more than half 
a century has been the major export of the country,, 

But is it going to be mainly what it is today? Is thi3 the 
kind of face we want? As we work out the economic, social and 
political change of our country, is the coconut industry lagging 
somewhat behind? Aspirations, we have industrial development and 
for creating in the memory benefits of the modern technology, there 
it would seem to me that the time has come when we should cite a 
little bit who would set up for some psychology who are writing 
economic developments. Recent economic, sociological, and psycho¬ 
logical development stress certain doings which I feel are necessary 
in terms of the Philippine situation, namely, the satisfaction of a 
people in development. It really is a ratio between a people*s 
achievement and the necessity of rising to the times for a valid 
result but the fact that the achievement of the people does not 
match this aspiration my only worry is that while this is generally 
true I wonder if the coconut industry is. not a conspicuous example 
or exemption© 

Rise In Income Desirable,, 


Mainly, I think that our aspiration has not been raised enough 
on all levels starting from the officials, producers, the mechanism 
of production, the marketing of local products and finally up to the 
outlet for international exports. That is the reason why just to 
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give you an example, I have wondered in my mind why we in the 
Philippine Chamber of Industries should have been more interested 
looking for outlets of copra and coconut oil to Eastern Europe* 

Take your people .and the ctnors in the coconut industry, I would 
have thought that you should have been there ahead of us* In. 
effect we are talking in terms of setting our sights, of widening 
our horizons, but you should have been there before v/e v/eat there* 

I did not realize that in the industrialization of the coconut 
industry we are among many others thinking of processing copra into 
coconut oil* Now you know this time that there are many advantages 
to get from processing copra into coconut oil especially in turns 
of policy of processing raw materials - of giving employment* 


Developing Other Channels of Trade , 

Also conspicuously or uniquely in the coconut industry in terms 
of our shipping problem we have in the international market in Europe 
especially, the tariff ..alls have risen and are still biased on coco¬ 
nut oil but I feel that we should not worry on this point because 
sooner or later if v/e are determined enough even some of these arti¬ 
ficial barriers to the free access of materials from the Philippines 
will have to go down, that is if we are determined enough to tear 
them down. 

• “ie are really meeting problems*. 1 understand that at the moment 
v/e have now excc. Cc r ' the cu. tr. in the United States as of v e'oruary• 
‘.Vhat do Y/e do about our excess dev coconut cil? V/hy I feel we have 
not really picked many potential outlets for our coconut oil me- v.-e 
have not conducted a special study on how we can maximize the oppor¬ 
tunity that lies ahead* You know that v/e talk so much about this yet 
v/e must do something about this. A decade ago I .vas talking to 
Don Juan Alano and he "/as talking to me about the new market in 
Central Europe, and Asia since these people are not fat-eating be¬ 
cause they are wosieKs. A decade ago has gone and what has beer, done 
about potential markets in Central Europe. 

Sow we are -talking about Eastern Europe, are v/e going to wait 
fer another decade? Before we start talking about another r.ew 
market we are not really doing anything in the meantime. The 
government will sooner or later wake up to act on the necessary 
physical and monetary policies impetcus to our desire tc expend - 
our experts of industrialized or semi-finished products* The 
problem of initiative is not only with you, I am chiding you now 
as I love to chide the government and institutions such as yours* 

Government’ Policy M ust Be Bo lder. 

Our government I think has been in the past fifteen years very 
efficient in instituting those imaginative policies that would really 
give a real hcne 3 t tc goodness support to our interest and attention 
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for the export of semi-finished products. If you were to think 
for example of countries like Japan and realize how integrated 
the approach of Japan export policies is then you will realise 
we are really far behind not only in action but also in ideas* 

In the lav/s of Japan, if she were to export goods the whole 
machinery of the government ranging from all'the fiscal policies, 
tax structures, tax incentives for benefits of finance, inter¬ 
national finance will be given the particular industry and more 
than that even up to subsidize the enterprise itself in order to 
gain foothold in any international market. 

ae have not yet really gone around toward appreciating 
in the Philippines. A'e have not much time because we seem to be 

busy campaigning for election . I mean for the past fifteen 

years* If you are to ask me my personal preference in terms of 
priority it is for industrialization. I would say that the first 
priority would be to' start from simple operations utilizing what 
we already have in terms of natural assets and raw materials 
because the main characteristic of a sound industrial project is 
a ready market at home or abroad. 

xhs market is there for you. There is a prospective advantage 
in production cost as compared to foreign competition. We have the 
local raw materials which we keep on priding ourselves to endless 
recitation that we have control of of the market for copra, that 
the international market is ours. That is depending on what sta¬ 
tistics you read, the "mad" or the more accurate statistics of 
Joe Pornero, 2J'a or 32$ of the total world market is of the Philippines* 
It is a very vast segment of the total ooconut world. 7/e have the 
advantage and we know very well that our labor cost is low* Why can 
we not compete with the substitutes that are threatening us in the 
European market, f’hese substitutes are quite plentiful.and they are 
formidable. The French are opening plantations in French Africa 
as well as in the -South Pacific of coconut* 

Our main problem is that the substitutes such as palm kernel 
oil, baoassu oil or even potential competition as the sunflower 
seeds from Russia, and actual competition in soybean from the U.S. 

These are some things we put into mind. Me talk about marketing 
so vmat are we doing about this. «e have all the resources* I 
think we have to know why because coconut industry has been with 
us since time immemorial. Many of us have grown there, the tra¬ 
ditional caricature of our families is just sitting down and waiting 
for the coconut to fall because the coconut will fall sooner or 
later. I understand that Malaysia i3 producing more nuts per tree 
than the Philippines* 
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SPEECH 


THE GROWTH MOVEMENT OF THE COCONUT INDUSTRY 


Mr. CESAR VIRATA 
Undersecretary for Industry 
FES Deputy Director-General 


Members of the coconut industry, ladies and gentlemen, as Mr. 
11m mentioned it is a penalty to make a speech after such a sump¬ 
tuous luncheono I am really glad for your invitation because I 
thought I could participate in a small way in your gathering. 

My main intention is to help the coconut Industry. I know 
you have entrusted me as well as members of the panel negotiations 
about this particular project and especially our trade with the 
United. States. Tho meeting has been, set, our opening ceremonies 
will be here in the Philippines. The United States has granted 
that the meeting be held here in the Philippines on November 20 
this year. I regret, however, that on this particular occasion 
I cannot divulge to you whatever findings we have made on the 
coconut industry and the topic we are to present to the U. S. 
panel. 


UCAP haa haloed L-L Panel considerably . 


Tour association has been ve.*y helpful in responding to the 
request for information which the panel can use in our negotiation 
with tho U.S. panel. For sometime we have been reviewing the prog¬ 
ress of the coconut industry and it is noteworthy to find that the 
industry has grown on the basis of self-reliance with very little 
help actually from any other sector Including that of the government 
But if you ware to tabulate statistics you will find that there is 
a great deal of strength in this particular industry such that it 
has elevated itself in the world industry, specifi cally in copra 
and coconut oil, and desiccated coconut production except perhaps 
in the area of coconut- by-products. 
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While mb reviewed the history of the growth movement of the 
coconut industry, there are many underlying problems that you are 
at present facing* Te our mind one of the main problems is really 
handling, the question of harvesting, the question of drying and 
transporting of the goods to the trading centers* In an efficient 
manner this requires of course a Philippine solution* We have to 
do these ourselves and 1 would like to repeat there should be a 
great deal of self-reliance* 


' Government Role in Coconut Industry Development* 


In one of the aspects, the government could play an important 
role especially in the development of good networks of roads as 
well as inter-island shipping* We are trying to do this and a 
great deal of funds have been allocated for road improvement* We 
are trying to borrow more funds for inter-island vessels* lb 
modernise our own trade, borrowers could not be done of course 
without additional taxes* This is the reason why we have reques¬ 
ted Congress for additional taxes to finance this basic project 
which will not only holp the copra and othor coconut industries 
but also the other food products as well* We realise that in the 
coconut industry there should be some improvement in economic 
organisation* Essentially, we are thinking about better ware¬ 
housing* It seems to me this is the difficult point for you to 
be reached by financiers without reliable field warehousing* It 
is very d if f icult for ovr banking system to lend you money* There¬ 
fore, through the efforts of your organization wo believe that the 
private sector cou^d start having funds for this purpose so you 
obuld enjoy the benefits of dealing with our financial sector* 

We know that many of these solutions are known to you* In 
fact suggestions to all these involve temporary hardships, but we 
have to take them because there is no medicine even though how 
effective it maybe that is really palatable and this is one of 
oUr suggestions* It seems to me that we have to perform some 
feaftio studies in the coconut industry and face frontally some of 
the problems so we can solve these basic problems* Thus, improv¬ 
ing the long-run position of tbs coconut industry as we enter 
the international market* There are many people who would look 
fbp substitute and as long as our prices are high they will be 
thinking, of other products and other areas of commercial policy* 
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Halation Between Foreign Trade Policy and Development . 


As I stated recently that in developing diplomacy we have 
to continue negotiating with developed countries, at the present 
tine it is difficult instituting collective statements of develop¬ 
ing countries, intentions and announcements. The usual prescrip¬ 
tion is that developing countries should industrialise more and 
should export more manufactured products. But in the case of 
coconut oil and such products what is very evident in practice 
is that when you add this aB one of the many trade products then 
trade restrictions are set up either in the form of higher tariffs 
and duties or in terms of quantity restrictions. 

What is essential among the developing countries products* 
share of the oil and fats market is to continually negotiate an 
appeal to the developed countries that the duty added to the value 
could be reduced if not eliminated. There are such principles' 
also announced in the U.N. Conference on Trade and Development, 
that no reciprocal concessions should be given to developing 
countries. 

It is in this respect that we believe that we should approach 
the problem of further processing in our coconut industry. I have 
mentioned earlier there are two main problems: First, is our own 
internal improvement economically; second, dealing with internal 
commercial policies. But as we look forward and the basis of the 
study of the FAO it seems to me that the coconut industry has a 
good future. Our product is versatile and we are a basic require¬ 
ment of the world; third, essentially shipping relationship of 
people and resources. 

There are resources and when we think of people we have to 
associate with food and feeds. Projections for the next ten or 
twenty years show if we were to concentrate our attention to the 
development* of coconut in these food products not only in oil and 
fat but in terms of protein intake, of trying to develop the coconut 
market in this acceptable protein product we will be enlarging and 
establishing further development of the coconut industry* I sin¬ 
cerely believe that if we are to take this approach we cannot miss 
the international market. 

The FAO study shows also that the market in the U.S. and • 
Northern Europe will probably be maintained because their per 
capita consumption is almost up to the limit, but with other 
developed countries like Japan and Australia, they will increase 
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their consumption by almost 100J> in the next 20 years, in oils 
and fats* In this study alao the FAO mentioned that the oil 
consumption of the Eastern European block will increase to 5056 
in the next 20 years, therefore, this will open up a market for 
many oil produced* For Asia, there will be minor improvements 
in per capita intakes in oils and fats but population growth here 
is so high* If you were to consider population growth in relation 
to coconut consumption we could be enlarging our market for coco¬ 
nut oil and other by-products* 


Recommendation a for Research Development * 


In this regard one of my suggestions is for the coconut indus¬ 
try to set aside funds to set up research projects* It will he 
good for this particular area for food development* And I am 
quite sure that whatever research findings you will make in this 
particular area of food productivity you will be rewarded* Our 
own investment bill, has incorporated such incentives like allow¬ 
ances for income tax deductions* Once you invest in a pioneer 
industry you could claim for a tax reduction. In addition, any 
pioneer industry that would develop coconut production or new 
uses of coco by-products could be considered as a pioneer in the 
industry and accordingly will be free of all taxes diminishing 
gradually up to 1931 0 With theso inducements these incentives, 
in general direction I hope that the united action of the various 
organization in the coconut industry will be able to strengthen 
further itB position in contributing to our own economic develop¬ 
ment* 


Lastly, I would like to offer my assistance and in case of 
any problem and if I could be of help just let me know and I will 
try to work out certain solutions to improve the coconut industry 
of the Philippines* 



PAPER 


EARN IN 5 MORE MONEY FROM THE COCONUT 


Atty* IGNACIO C. DEBU^UE, JR. 
Executive Director, Executive Development Acadeny 
Philippine National Bank 


It is a great honor, a deep honor to be with you this afternoon. 

I would like to lay claim to the fact that I have always been an avid 
supporter of the coconut industry. This is the first time I have . 
appeared before this body and probably have an opportunity of explain¬ 
ing a little more in detail the concept that ruled the steps taken 
during the last adadnist.rat.ion with respect to the coconut industry. 

A program, a total overall program that was supposed to have involved 
revolutionary steps and which was originally scrapped but which I 
think, with the help of such far-sighted leaders such as Chairman 
Reyes and ttalacanang itself, is now being reactivated. As they say, 
success has many fathers and failure is always an orphan. VJe hope 
that no matter who among you is the father of the coconut program 
it will be a success. 

As technicians and professional bankers, we are more interested 
in seeing that the project for the good of the country and the industry 
becomes successful rather than claim credit* 

I have been assigned the topic "MONEY ERGM COCONUT* and this is 
a topic which, with your permission, I shall proceed to treat ir. a 
manner which you have not expected because if I were to talk to you 
about the economy of planting and marketing cost of copra and oil I 
would be talking as a non-expert to experts. 


The Concept of Coconut Fi nancing. 

I shall, however, proceed to talk about the financing of coconut 
industry in terms of the overall concepts or philosophies in the 
light of the present situation of the industry and its future pros¬ 
pects. If we were to look at the coconut industry in this country, 
we can probably say that it is doing all right, money is being made 
by everybody, by the planters, by the traders, by the oil millers, 
by the sub-processors of coconut products. But if you were to look, 
to project your minds, five, tan, fifteen years from now, I woula 
say that there is great cause for concern* 



Yoj. aix t<XtOv' that the Laurel-Langley Agreement is going ip 
expire in 19?4 and you douotless have known that the petroleum 
xnauctry is trying, the petro-chemicai industry, that*is to sup¬ 
plant coconut fatty a-oohola with their ow products especially ir. 
J tle . c f te fp n “ You ail know also chat the tariff structure 

ootn in the United otates and iurope are going up and up for. coconut 
products other than copra* 

. ine pat lam -a Cxear as oetvresn the Philippines and the import¬ 
ing countries, the importers of coconut oil and copra. It is to 
ti;eir economic advantage to retain the present oattern in the 
coconut industry in the Philippines. It is to their advantage to 
keep the industry in the position of exporters of raw or semi-raw 
products. This is not to our advantage, naturally, evei*ybody knows 
that ana everybody who spoke before you always talked for hours 
anout industrialisation. 

i __. 1 serializing^the coconut industry, unfortunately, when you 

taux about industrializing the coconut industry, I do not feel that 
tnere^has rea_xy oeen a total integrated concept about this tning 0 
x woiud say that the objectives or the means of achieving these 
have not seen really been thought out because industrialization of 
-ne coconut industry is an international thing. It is not only the 
-nixippines that is concerned with this in a manner that you can 
change your patterns, your structure in the Philippines, you car. 
industrialize. You have to contend with foreign factors, foreign 
inl_uences, foreign pressures and counter-pressures, which will seek 
Cw, ciny aouot v... -rostrate tnis ambition and to achieve this end. 
"i‘ 7 £ . ^ cra - " au o: : ^ industrializing the coconut industry, 

U/ improving our competitive position in the overseas market, 

. exp&r.cur.g our market and '. 4 ) giving to producers or the coconut 
industry a greater return or. their investments, fids is a monumental 


financing Is hot The Inly problem . 

It is not a question ox the government lending money, or of 
government financing institutions giving ycu xuncc in an optimum 
manner, it is untiled. You cannot progress directly fror. being 
pr-auirsjy a copra exporter to primarily &r. owner-exporter in fairly 
e tl .sy lessons, You cannot ao is* gnu if you are going to gear our 
industrial program for coconut industry merely by a progression from 

7 wl1 - * a - 1 > v;e v ‘~^ aeiiniteiy rail. You 

ZM u ^ 13 the tariff cm always be raised. There 

x.^tv .0 «*cn o: vaxue aided to tne copra ana cii as an extort. The 
sci-wion lies, 1 tmrix, along other fields. It would involve several 
phases and ic would involve a scries or simultaneous programs not 
cr .^5 in t e process t- lend-ug money in tie industry but many other 
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thirds# Let me state acme of it. First, it would involve, the 
survival or the coconut industry which means a revolution in your 
organization, ..hen I say organization I don’t mean UCxP or the 
federation. I am tailing about the economic organization of the 
industry, it'. Virata mentioned this a while ago and cited for 
example, field warehousing, bonded terminals of the coconut people. 

I -would agree with the general conclusion but I would say it does 
involve a lot of other things. Industrializing would involve the 
organization of the industry ar.d exporters on a corporate basis 
among coconut planters for the establishment or processing plants 
because as you industrialize greater and greater equity and capital 
investment is needed. One man, one family, or even a group of 
families cannot undertake this task. If the government would only 
provide you with the L oiTiQ S uC set up this processing plant without 
first laying the basis on this program from the stand point of equity 
formation, you carrot dc it. You can do it only probably with a lot 
of failures in the process. 

The coconut industry can look tc the sugar industry for its 
lesson. I am not talking about political influence, I am talking 
in the manner in which the sugar planters have been placed in a 
position to set up the sugar centrals owned by them because they 
Imre organized themselves into a group that wou^d be willing tc pool 
their resources together and have themselves disciplined from the 
standpoint cf corporate management. 

If for example you sr.ould like to. set up an oil mill, you would 
be faced with the problem of raising of say ^15 tc j?2C million for 
investment. This could pot be the job or one family. This is the 
'ob of the planters bound together in one area by a leadership that 
is unselfish, fair arid just. The revolution in organization would 
also involve, and this was mentioned by Mr. Virata this morning, the 
establishment of auxiliary facilities strategically located tc help 
you transport your copra, ship and expert it at tne least possible 
cost. This involves bulk handling, proper drying, proper quality 
control, as well as facilities and tremendous investment. 

Again, the problem of organization among the coconut planters 
preferably on a geographical basis depending on where they are and 
how they are located and hew strategic a point is for these facilitie: 
which are going tc ce organized. The:; of course there is the problem 
cf economic organization from the standpoint, of your ability tc make 
yourself heard in this country, not as a voice frustrated, complain¬ 
ing and scattered sometimes. The leader of your industry quite often 
looks to support from you in vain. There is a lot of support in the 
papers, there is really never any type of support- that can make and 
unmake administrative structures ar.d therefore enable you tc get what 
you want as a rightful share in this economy. There is su.30 the 
economic organization that will enable you, as planters anc. as oil 
millers, tc get the utmost benefit from your products by reducing 
the share of the middlemen in your profits, I could expand on many 
aspects of this but Mr* Lim right beside me will cover this topic. 
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A Change la Product Structure Needed ,, 

the second revolution is the revolution in your product structure* 
This is the thing; that cannot be done immediately* Right now the pro¬ 
duct structure that would enable the incustry to improve its competi¬ 
tive position points toward the elimination of copra as a product* 

A movement v.-here the processing of your coconut will be direct 
from fresh nuts tc oil to fatty alcohols to the other raw materials 
for detergents tc protein from the coconut meat to charcoal and 
coconut she 11buttor.s from your shells to coir and coir products from 
your coconut husks* It is a very big tiling to talk about a movement 
in this respect* But it has to be done because you cannot premise 
continued prosperity and strength of the coconut industry under a 
copra-oil set up* There has to be a change in the process* There 
has to be a change in the product structure from copra to oil to 
nuts, proteins, oil, charcoal, coir, coir products, gases and the 
whole liturgy of products which the foreigners are making from our 
coconut which we ourselves have so far failed to do* 


The Meed For Technological Innovation and Trade Channels * 

The third revolution and this is indicated by an attempt to 
change your product structure, is a revolution in the technology 
that we are usingo I am talking about the technology that is needed 
to convert your whole nut together with your coir into husk, into 
shell, into meat, into water directly into finished or semi-finished 
products but this is Mr* lim*s field and so I shall move or. to the 
next topic* 

There has al3o to be a revolution in our trading outlets* We 
have been mere “peppish than the Pope'* when it comes to trading with 
Communist countries, V/e do not want to trade with Russia, we do not 
want to trade with Eastern Europe ar.d also with Red China because 
unfortunately, and I cannot understand how’ the mere fact of trading 
with these countries are going to submerge our way of life* This to 
me is the utmost idiocy* 

kith an industry that is crying out for expanded markets, we 
deliberately cut ourselves off from tie main stream of international 
commerce. This concept was set up many years ago but unfortunately 
it 3till rules the minds of the decision makers of the Philippines* 
England trades with the Communist countries - the United Kingdom would 
trad® with the devil if it was going to result in their profit* 

America puts up the pretense of not trading with the Communist count¬ 
ries but it does trade with the communist countries. Everybody else 
trades with the communist countries. It is only we, poor, misguided 
anti-communists, in this part of Asia that are denying ourselves the 
benefits from this maricet 0 



Revolutionizing The Concept or Investments . 

The fifth revolution in our minds is a revolution in the invest¬ 
ment philosophy of our government financing institutions and our 
banking system 0 Quite often we have always wanted our leaders to 
achieve progress without bearing any risk. I am happy to know that 
the Marcos administration has been willing to undertake risks» It is 
only common sense that in trying to develop the Philippines, we should 
ask ourselves what are the objectives, what are we trying to achieve# 
Do we want to industrialize; do we want to secure for our planters 
a greater share or the profits from their products; do we want to 
improve our competitive position so that it can weather the storms 
that are coming in the future; do we want our countrymen to be the 
masters of tho coconut industry instead of end-makers. Do we want 
these - then we should ask ourselves what are the risks. V/e sho uld 
seek risks and all the risks we can take to achieve this 0 Then 
we measure the risks against the.objectives and if the prize is great 
enough to assume the risks* Sven if we fail we know we are driving 
at something that could have changed our country and our in " try# 

♦ 

This particular sector oi the Philippine economy has been neg¬ 
lected, truly neglected by alu administrations, Nacionalistas or 
Liberals. There has never really been a coconut program in this 
country*, Fortunately, the NIDC is at forefront in trying to seek 
this revolution in investment philosophy. But we are undoubtedly . 
unable to get going in the true nature of change-over in political 
administration; what wa3 done by the past administration is always 
good. But as I said, over two years have been wasted by the program 
that has been set up by the former administration which is being 
followed now but^ what a waste o We wasted two years when v/e could 
have started right from the very beginning. This movement, this revo¬ 
lutionary concept is not going to be done in a manner that would bo 
easy. Definitely those who profit from the status quo are going to 
fight tnis movement o It is only natural and we should not bedgrudgo 
them on this because we have to change. A revolution in all these 
things is needed because half measures will not suffice and probably 
perhaps i^Mnis movement toward a greater, higher level of industrial¬ 
ization waich will give the coconut industry a rationalisation of its 
organization, a change in investment philosophies of the government 
institutions and a. change in any trading pattern are also needed. 

The people who can help in achieving this end should have a chance so 
that the Filipinos or foreigners can have a place because it is big 
enough ior everyone. There is room for everyone in this movement. 

For tne last time we must have change which I think should accom¬ 
pany any attempt or strengthening the coconut industry. Identifying 
its form should be a revolution in itself in the values, the attitudes 
and the minds of the coconut industry. This is one of the hardest 
things to do. It is a challenge to each and every one of you# 


PAPER 

TH2 PROCESSING CF COCONUT PRODUCTS 

******’*****‘H , *i‘**********.*.. 


to. KAMBEL LIK, JR, ■ 
Executive Vice-President 
Economic Development Foundation 


I think that the audience must be a little bit tired by 
no# so I will be as brief as possible. It is fitting that the 
last topic for the series of sessions that you have been having 
has to do with finishing. I would like,in this case, to follow 
what is commonly said about good businessmen, that in order to 
succeed, one must use his coconut. I an gcir.g to do this in 
three short steps. 

First, I would like to show what are the Income Possibil¬ 
ities From Processing in national figures. Then I will show 
what are some of the possibilities. Then I will finally end uo 
by explaining one process. 

According to figures which the 3ureau of Census & Statistics 
published, the total income from exports for 1965 amounted to 
almost 3270 million. In 1966, it dropped a little bit to about 
32o7 raillion. The exports were composed primarily of copra 
followed very closely by coconut oil, then we have copra meat 
and finally desiccated coconut. Desiccated coconut accounted 
for a little more income than copra meat. There was a very 
but significant amount of coconut coir exported. 

I have with mo some figures of what I estimated would have 
been the income if the Philippines had not exported a single 
ounce cf copra and instead exported refined oil, coconut flour 
instead of copra meat, desiccated coconut, and all of the coir 
represented by the end products, and I came out with an income 
in 1965 of almost %591 million, and in X 966 , #664 million, indi¬ 
cating that without planting a single additional tree but by 
processing these codonut products down the line you could have 
doubled, to me more exact, increased our 1965 income by 2.2 ~Ht a ? 
or an increase of 12 ($ and our 1966 income 215 times or 150 &. 




The earlier seminars spoke about price stability, about 
the necessity to work v/ithout fighting for higher prices, and 
that it would be foolish for the copra producers to try a nd 
raise their prices because of the danger of substitution* '.Veil, 
we are here to use the same prices, U3e the same number of coconuts 
to get 212 to 215 times as much income, I figure this at the 
price for refined oil of 15.5 cents per pound; coconut flour, 

5 cents per pound; desiccated coconut, ?57 per hundred oound 
mattress coir, 390 per metric ton; and bristle fiber. 

3200 per metric ton. * 

I was told that the coconut, which varies, of course, from 
place to place weighs an average of 1,200 grams. As earlier 
mentioned, only about 25# to 30# of the coconut is utilized. 

This corresponds to the weight proportion of the meat. On the 
° aS J L ^rt°^ w ®isht of the whole nut, the husk accounts for 33# 
or 400 grams. The shell accounts for 15# or l8o grams. Again 
on the weight basis of the whole coconut we could get 10.7# in 
refined oil, 4,7# in edible flour, 3# in bristle and 7# in mattress 
fiber. This is how I figure the increase in our estimated income 
that we obtain from this four products and if we continue selling 
desiccated coconut. . 


More Money From Coconut Meat Processing . 


, ^ For the third part, I would like to give credit to the US AID 
-e ic ^ ave f0 ' 9 ? orniission to quote some figures from a study which 
the EDF prepared for them about 8 months age. This is contained in 
a report which I have with me on a process which would convert your 
fresh coconut directly into refined coconut oil, coco flour, and 
recover bristle and mattress fiber. This is not a thorough study, 
it is only a preliminary study. I would like to look verv briefly 
into this and give you some idea of how much money is involved 
in going through this process from fresh coconut to those four 
product* 1 mentioned* 


The figures are based on a capacity of 300 tons of which 
coconuts per day, equivalent approximately to 250,000 coconuts* 

at ^°° days per y ' ur * tile raw. material retirements would 
be 90,000 -ucric tons of coconut or 75,000,000 coconuts a year, 
which is equivalent to an area of about 8,500 hectares of planted 
coconut land* This plant would be capable of annually producing 
9,150 metric tons of flour, 2,100 of bristle and 6,300 metric tons 
°e 3 t0tal of P1 7 million at an operating cost 


The study bears cut an earlier statement that one does not 
n^ke much money on producing oil. One gets a margin on oil of a 
little over 8$#, but on flour one gets 40#, bristle 36#, mattress- 
almost 22#. These are margins. In terns of investments, we esti- 



ni&t »6 9 million fixed assets divided as* follows? land at rtnA 

n - 5 uoni buiiding ' * -utaTASSrt- 

atl° n , f 2 l 4 million; other facilities, ?5QQ.Q00i • other machine 
aid equipment, (<218,000i end other conting«cieJ, about 

, According to this study there is a need to put up a process- 
ing plant and to operate four procurement centers. This particular 

Northern tUndanao and therefor; 

coaatwise t^^fSon? Pr ° Ce33ir « t0 “» «—^S?5“ 

riffhf T ?n P £ oc ® 33 ° onsis ts of receiving the whole nut, husking it 
the plailt » cracking it, removing the meat from the shell 

that^S dS inS ^ e meat thr0Ugh a kind of grader similar to 
2 ie/ L +m CC C0C0nUt3 « The meat i3 then passed through a 
the ? C ?. Wt consider the possibility of using the drier 

jmction with Araour Institute which is a 

between^O^to f?Tv^ S <?Xpectcd to brin g moisture down to 

between 1 Q3S to 15*. At this stage, the meat is ready for solvent 

dSlttS 0 ” 0 Th + fln ? 1 products wil1 be high grade oil and edible* 

haf a orotein n «5 ““f 10 ThiS ® eal is grotmd to Hour. This flour 

as m^ch protSi^! g " ° W floUr ' containing *»out twice 

iDDi^q°hnt f dour . i8 3X1 ideal food-supplement not only in the Phil- 

deflH™? J ^ 3 °, in s °me of the Far Eastern countries that are 
deficient in their protein diet 0 

both dom estically and internationally, is looking 
food^« C H C ° n ^ 0il ° , plour as mentioned is used as a staple 

is used If vou^rPi 1 my K XS °^ e USed Ln the same that Soy 31 ** 
13 used. If you vrUl remember they used to sell Soyalac milk which 

if a rZ if ? protein > 111 the neighborhood of 45*. Another Use 

th«n ^ ox J eader 111 P° tbcd meat which would be a better-extender 

others^* ° f VCfietable extracti °ns such as soyabeans, flour and 

• What I am saying is that there is a variety of uses for these 
two products that we have substituted for crude oil, copra and 
copra meat. This process makes use of no novel equipment. All 
the equipment needed are commercially available., What is needed 

^d 8 no°u? Thel?l t8Sting f r J hC USC ° f this for oil 

ana flour„ There is no secret about decorticating your fiber. 

n ° 3CCr ® t abaut knowing, about bailing and curling and 

a h eomMw? U wai i t . t ° do ° 1 3111 not introducing anything new Except 
a combination of known techniques which could double the income we 
are getting from conventional products*, 
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OPEN FORUM 

I 

• Summary of Discussions 


New Policy Developments . 

The for um discussed the new government policies that are to 
be expected in the next year or 60 . If you make a study of the 
economic history of our country you will realize that if our 
country is in the words of President Marcos to be groat again, 
there roust be a new direction of economic policies* 

In the period 1959 to 19ol decontrols were supposed to set 
up industry in the country. However, the direction of these in¬ 
centives were as mentioned by Dr. Jspiritu for substituting 
imports. However, it is true that no country of a developing 
state like ours has actually been able to reach an industrialized 
economy without expenses. It is absolutely necessary that we 
should earn more dollars that we should find more land for an 
exchange is absolutely necessary. If we are going to be happy 
with merely exporting our agricultural products v/e are in effect 
developing an industry which is characteris'd by very low income 
of the people who work in’ that level. 

It is therefore incumbent upon our country to explore other 
means to increase the income of our people and this can only be 
done by exporting our industrial products as distinguished from 
the agricultural export. Other characteristics of most export 
products is that, it should be accepted in the domestic market. 

You cun not build up a strong volume of exports unless this par¬ 
ticular product is of high demand in that country. The only way 
that we can achieve this is first lower costs of production that 
comes from upgrading the volume of marketing as tne only way v/e 
can devel op the high Duality chat will enable,- us to compete in 
•the world markets or in other countries that are highly industria¬ 
lized than we are. 

In this primitive stage we are still exporting our agricultural 
products such as coconuts in raw material form. I think that you 
are in a fortunate position of being able to do something about 




this product that should bring us a very large econonic record* 

Those of who have a foothold in the industry are very fortunate 
that any development out of this endeavor will directly benefit 
and that any effort you make now towards developing the industry 
is oing back to you in ter.as of profit. 

i 

The whole government policy has been for the industrialization 
of the local raw material for the many advantages such as among 
others all this debatin': about our money policy for example has to 
do with the fact that primary production where expenses are always 
subject to fluctuating demands and the orice and therefore you 
cannot project your earning likewise the increase in prices. If 
in the past 60 years for primary products has not kept pace with 
the increase of prices of the manufactured goods there is a 
widening gap between the export receipt and the primary export. 

There is a need of industrialization. New outlets for .estern' 
I'urope. The crushing mills are in Holland being the chief export¬ 
er of coconut oil. There are no crushing mills or there are crushing 
mills are hardly insignificant as far as I know to party answer our 
problem in the P hilip pines.* 


Potentials of the Eastern European Market . 


The forum took into consideration Poland and kuasia as potential 
markets. In the case of Poland there was a strange eagerness to get 
prepared coconut oil from us. They are now getting their coconut oil 
from Holland* .lien the German mission came a few years back we 
discussed the imports and exports of Germany, be discovered a great 
discrepancy in our figures about export to Germany. ..hat finally 
turned out was that our exports to Germany are re-exported to Eastern 
durope. Coconut and its many industrial products of coconut oil in 
our discussion the interest as such we were not able to run down the 
possible goods derived from coconut in the expectation that the 
coconut industry will send its own mission. I think that the time 
is ripe, if you can sent somebody there that knows coconut and let 
us develop this market while it is hot as dr. Espiritu said one of 
the most important officials of the Ministry of Trade in Russia who 
was in charge of trade was asking why do we allow the Dutch and the 
Germanys tc be making the profit as middlemen, when we could trade 
directly ..ith them Vladivosok is the same distance as Tokyo and 
Vladivosok is kussia so consequently a resolution for the federation 
to send a mission to Murope and see whether you can develop that 
particular market. In case of xussia and Communist China has a • 
planned economy. All the requirements of the year have already 
been committed, already spoken for. however in the case of -lussia 
they are. 'willing to buy this year if v/e are ready . 'The iron is 

hot it is time for us to strike. 



The Feasibility of a Coconut Bank . 

Rep* Act 2282 which as you know Kr* Laconico was quite involved 
in this resolution passed in the last producers* convention* The 
original studies made by then board member Jose Mercado of the 
Producers' Federation was for the establishment of a coconut bank 
Capitalized at 250,000,000. However, as presented by its sponsors 
in Congress there was a lot of spadework to be done yet. At any 
rate to cut the story short the whole thing was reduced to a two- 
page bill* It was acted upon and approved in 1961 or 1962 and is 
now known as Rep. Act 2282 appropriating 220,000,000.00 from the 
National Treasury of whatever balance of the treasury earnings 
available set aside at the rate of 25 , 000,000 for the next six 
years. In 1962 through the efforts of the Federation they were 
able to secure release of 25 , 000,000 which was turned over to the 
DBF and which is the administering entity and this was loaned to 
individual coconut planters and 2100,000 as capitalization of the 
coconut cooperative movement. The story ended then. 


The Relation of industrialization to Markets• 


The first requirement is for the coconut people to get together. 
If you are to have a strong group you must act as one to determine 
what is good for your coconut industry. Don't fool around because 
this is a long program. Secondly, police your own members so you 
don't have planters fighting each other. Thirdly, plank develop¬ 
ment of your industry particularly its industrialization step by 
step so that you will have enough mills and enough capacity* 

This kind of industrialization program takes many years to 
develop and arduous pull to discipline the people :<y. the industry 
•the only way you can do this is to have one strong orgauiwiticn. 

In the sugar industry you cannot see any sugar people going against 
the policies of the Sugar Association. It appears that we export 
our copra to the -uropean Common Market where it is crushed into 
oil* 


Should we then shift from the export of copra to coconut oil? 

The coconut industry is complicated but there is no direct 
correlation between the prices received by the producers and the 
pi'ices in the international market. The correlation is with the 
export group rather than with the producing group* In any case 



there is no question that the production of coconut oil should be 
the concern of our people* 

I*d like to say something on that based on actual observation* 
when I asked question on this when I was in India: I asked: "How 
many oil mills do you have? You- have about ten oil mills here, I 
can see some of them." And the fellow I asked laughed and said, 

"Oil Kills? V.’e have 900 of them!" They are small oil mills. These 
are small backyard oil mills that they have all over the country. 

But can we do it here? Are the conditions here the same as they 
are in India? How much do we pay our laborers here? v/e pay P46* 
There they pay £.50. They don't have to pay that much for labor. 

So if v/e are going to sell, how economic is it? It is going to be 
out-economic. It is beyond economic theory to justify the creation 
of small independent units in different places when the objective 
is to collect all this and sell. If v/e are going to use it domes¬ 
tically, okay. 3ut we don't. It's a very nice suggestion. 

The tariff in the European Common Market is not an insuperable 
barrier* For one thing v/e must not start there. The more serious 
problem would be the price rather than the tariff. The question of 
substitution should make us embark on a policy of crushing coconut 
oil and this is helped somewhat by the fact that we have some tie-up 
with countries of the world that finds coconut oil quite necessary* 

% 

To provoke a dialogue, I'd want to start out a discussion 
with my partner here in connection with banks. I think I would 
ask Vic Lira to inquire into the question of social benefit, etc. 
Generally speaking, I think that in the long run, in a democratic 
society, it is not really good to be segmented into different 
interests because in effect you are segmenting the nation. I 
think that what is in the minds of these people - I am trying to 
represent the coconut industry — is the fact that historical l y, 
since 1916 or so the Philippine National Bank has not given the 
proper kind of attention to the coconut industry as it has to 
other industries. 

Secondly, I think that there is need for funds now for the 
coconut industry for two reasons. One, for the local marketing as¬ 
pect, two, to a large extent the export of products such a a coconut 
oil is not in the hands of the Filipinos. There is nothing wrong 
in having foreigners export our products. But there is something 
wrong in not having Filipinos do this. So I think that it would be 
of big help to them if somehow soraekind of technology and financial 
help is given to assist them to also join in our foreign trade, of 
coconut nroducts. 



Some of them are mentioned in the discussion such as banks 
and machineries. Diplomacy will help but there must be an integ¬ 
rated approuch. I noticed this morning ’some of them have already 
been incorporated in our ney investment bill, like double deduction 
for promotional expenses, capital bills, tax credit' on investment - 
pioneer investment plus the whole gamut of incentives such as 
accelerated depreciation or net loss carry-over. Many governments 
abroad aid by capitalization of export production. 


The Coco-Chemicals Project of PNB-MIDC . 

Where do we get the coconut oil in consideration taken into 
account when it was decided to place this in Lucena? What is the 
availability of coconut oil in that area and if it is true that our 
coconut oil mill plants are operating on 70$ their rated capacities. 
Then v/e are going to fill in by way of additional outlets for them — 
the untapped 30$ capacity of the mills in that plant. 

Originally, we thought of having a tie-up with the Batjak mills 
which, unfortunately, are not operational and so v/e said we would 
not have definitely any coconut oil supply problem because the three 
oil mill are going to be under our control. The three coconut oil 
plants in Lucena have been operating below capacity, so our plant 
would be a big boost for these 3 oil mills. Now, the process starts 
from coconut oil. It goes to the next step which is splitting and 
refining this is divided into two processes* First, alcoholisis 
and hydrogenolisis, that is actually the reduction of so-callecl 
ethers in their corresponding alcohol state. The technical advantage 
of coconut oil over other raw material like crude oil or natural gas 
in that it is practically a one-step process when you convert coconut 
oil immediately into fatty alcohol. Those of you who are acquainted 
with the process of producing synthetic acids and synthetic fatty 
alcohol know that when natural gas is used it goes through stages 
before you con produce synthetic fatty acids and synthetic fatty 
alcohol. Then you can directly hydrogenate v/hich is a continuous 
process which produces alcohol right away. 

Jhy did we have to tie up our project with Kao Soap Company? 

'.Ve do not want to commit the 3ame mistake of others in the past. 

Nhen they came to us introducing to us a new development which 
turned out to be a flop. In this case we made certain this process 
was actually being used, that a three plants exist and are producing 
products. These are actual processes not experimental. In the 
process of refining and hydrogenation, chemicals are added or the 
so-called catalyst. The Japanese have come up with the catalyst 
which would allow hydrogenation that you get all these alcohol 
classified according to the number of carbon contained. You don’t 
have to fractionate, that is, to divide it to produce a product 
called the plasticizer. Hydrogenated coco-oil produced by the 



introduction of this catalyzer goes into the plasticizer manufac¬ 
turing unit to produce the plasticizer - an element that 1 s 
mixed of PVC to produce the plastic product. 

It is very simple process, actually, but there are factors 
involved like pressure because when you refine and split you 
have the subject the element you are using to a certain amount 
of pressure and temperature. Therefore, the whole thing would 
be economical and the loss equipment will be subjected to tem¬ 
perature and less pressure and therefore the equipment will last 
longer* 

'.e hope to make money as soon as possible but there are many 
• factors beyond our control* ’.Ve don't expect to make money in the 
first year of operation as I said if you take closer look at this 
you ask about the project and see right away the advantages to the 
private investor who would go to this one, who would come for example, 
in putting up a plant you either borrow equipment and supplies, sells 
you the equipment on credit or borrow from the bank* 80 # is borrowed 
and 20# is equity capital. To meet the amortization on this borrowed 
capital and it is always difficult in this aspect you will encounter 
because of small equity and big borrowed capital yearly the day 
today operation are hampered because of the amortization installment. 
This project is difficult in the sense that the NIDC has financed 
this with equity money, not money which has to repay the annual 
amortization but money which expects return only if we make money. 

If you do not then, we share that is with you. we will use three 
thousand tons a year of coconut oil and 6,000 tons of plasticizer* 

,/e can never make it feasible in miniature size* »Vhen the private 
group started this they more or less agreed on the price* After some 
more negotiations, the NIDC was able to get a reduction of 70 % than 
the original price. 

It is low on total capital employed, only 12 $, w'e cannot expect 
the private sector to put in as much as the NIDC. The NIDC would 
be happy to receive a boost in investment on the interest that it 
is charging But no private investor would accept such a risk 
especially that this is on a long run basis and the realized profit 
will come only after a certain number of years. 

By the study of a very reliable fine the Sycip, Gorres and. 

Velayo led to the conclusion that it would be very difficult for us 
to earn for the first 3 years. By 1971» 80# of the 6,000 could well 
be accommodated by the market. Our plan is to produce 7,200 tons of 
plasticizer a year. I do not expect to operate on a 100 # capacity* 
Next year we will start operating a capacity. The very reason 
why we expect to incur loss* 



OPEN FORUM 


SUMMARY OF DISCUSSIONS 


Revolution In Coconut Product Structure* 


Under the present product structure the coconut industry 
does not have a very rosy future, Protein which can be derived 
from coconut meat can be milled, coconut water can be utilized# 

All utilizations of these by-products help# If you can process 
all these in your plant instead of copra converted into o il you 
can afford to crash the tariff barrier 0 They can even raise it# 
There should be a total effort between the government and the 
industry together# You are given one chance - that is to move 
forward# You can 0 There are ?. lot of industries like this in 
Los Angeles 0 You don*t make your profit on the sale of copra 
but you make your profit on the by-products# The margin of profit 
could be represented by the manner in which you utilize the 
materials which are now being formed. 

It is easy to set up a factory but it is very difficult to 
change the attitudes of many 0 That is where the leaders of the 
coconut industry have to play the roles not only as forerunners, 
as pioneers, as the torch-bearers of this movement# They must 
also be leaders in changing the thoughts, minds and attitudes of 
the millions of people who, collectively, make up this sector of 
the.family 0 Problems are there, the task which we have tried to 
outline are monumental and nothing but the greatest determination, 
greatest unity, willingness to dare and dare and dare will enable 
us to achieve then 0 


The Effect of Tariffs on Coconut Oil Production. 


With respect to the U 0 S# market the big processors of coconut 
oil are not really for immediately lifting the duty although these 
are only a few firms 0 If the other big chemical companies which 
produce fatty alcohol are willing to support the removal of the 
duty, a little more astuteness probably, and united action on the 
part of the industry may be able' to override the objections of these 
firms# 
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We are not going to do it on the basis of friendship, probably 
by the bearing of pressure if we ban afford iti Economic diplomacy 
is something where we'are all amateurs* Probably we should go a 
little more, further to find out how we can do it a little more 
successfully* 

With respect to Europe, one solution would probably be to tie 
up with our major importers and override the pressures and counter* 
pressures that are presented by the copra crushers there. Of course 
there is always the prospect of expanding to encompass Eastern and 
Western Europe. There is Red China, Russia and also Eastern European, 
countries wno might be willing to buy. But as I said the main ele¬ 
ment is diversifying coconut products, utilising as much a3 possible 
the coconut and exert efforts to stabilise or lower the cost of oil 
and therefore be in a better position to adjust to the tariff situa¬ 
tion obtaining. 

Diversifying your product structure might enable you to sell 
coconut oil at 84 per cent less or may be sell so many cent3 per 
pound of activated coconut shell charcoal* It is a game whose out¬ 
come nobody can predict* We could do a lot - the copra terminals, 
setting up of more strategic oil mills because right now the problem 
of storage and handling constitutes about 80£ of the cost of copra. 
This is a big factor that could easily give way to proper location of 
copra warehousing, collecting plants, and inter-island transportation* 
I am sure you all know that in some places the cost of moving your 
copra is as much as the cost of copra itself* 


Copra Bonded Terminals and Infrastructures * 

I agree that improving production per hectare is first priority 
from the agricultural standpoint. Funds that go into this are actually 
short-term funds. How long before you get the benefit from fertilizer? 
The cycle is two to three years. From the standpoint of the economy 
government institutions can carry both programs at the 3ama time, 
because financing for the copra terminal can be done through overseas 
credit. You can actually ask the Germans or Japanese to build your 
copra terminal on a turn-key basis. The payment of this terminals can 
be made out through the increased earnings that you would have. 

With respect to agriculture, that definitely has to be provided 
for but you can get from abroad financing for fertilizers. They 
should at least not object too much on financing your fertilization 
requirement on a one or two years basis* We often forget that you 
definitely have the capacity to pay and if the industry has to in¬ 
crease the foreign borrowings of this country it can do so without 
disturbing the balance of payments position because you produce the 
dollars that will be used in paying this. 
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F inancing Expanded Facilities . 

The PNB grants short-term loans which normally are paid within 
a period of 5 years, sometimes 10 years. What is needed*is more 
money for the coconut industry because in the total portfolio of 
the bank, the coconut industry has a share of 3*3# only. This is 
a pity for the industry that provides 35% of our foreign exchange. 
Sugar shares by about 20% * We have to actually extend the meaning 
of coconut financing in order to keep the sugar industry within 
20% because the bank should not lend more than 20% of its portfolio 
to any single industry. 


Export Tax Feasibility , 

. If it is only for copra it would be wise. As to Imposition of 
an export tax probably this w^uld take a .long discussion but tax 
merely on coora would not be wise at this stage, You cannot dis¬ 
turb the tax pattern without creating chao3 and a lot of failures 
in this industry. You will finance your oppressors to a higher 
level of processing from the profit that you will derive from better 
trading. 


The Value of Coir and Coconut Shell Charcoal , 

Talking of the Ceylonese fiber they subject the coconut husk 
to quite a long period of grading (3 months). This is done mostly 
by sun-drying to get high quality fibers and make it very clean. 

The long grading period, however, deteriorates the fiber a little 
bit and saps some of the strength of the fiber. Of course in many 
uses, strength is not the question. It is cleanliness that counts 
and therefore Ceylon enjoys quality and superiority over our many 
kinds of fibers. Our trading period is only for 3 to 4 days, one 
week is the longest. So by way of machines there is not very much 
that we can learn from them that we do not already know. The reason 
of this talk on commercial basis because we are talking of the ability 
of the coconut industry to compete, W h ile there is something to be 
said about home industry, this is competently done by the NACIDA, We . 
have to think in terras of favorable means, Thi 3 has been the topic 
that earlier speakers have been harping on, that if the coconut 
industry has to move* it must be in a big w»y 0 This should not be 
the place to encourage small-scale industry which would lose out 
because it is uneconomical and therefore uncompetitive. 

The value that you get from the shell by making it into char¬ 
coal or as far as activated charcoal which is very expensive. 

It is a shame really to U3e it as a sort of fuel. 




SPEECH 


THE POLICIES OF THE PNB TOWA’iDS THE COCONUT INDUSTRY 


Mr# ROBERTO S. BENEDICT*) 
President, Philippine National Bank 


Mr* Chairman and big shots of the coconut industry* I am 
reaily happy to be with you this afternoon* I have many friends 
here who have been with ma for years through thick and thin* 

Many of you are really very familiar with each other. I think 
that the coconut industry has many friends in the PNB and the 
best assurance of this was that the first act of the aiminiti¬ 
tration last January 1966 when we had our first stockholders 
meeting was precisely raising appraised values of coconut lands* 
I remember our Vico President Sioon who died, may he rest In 
peace, battled for this. We discuss this and finally reco mmend 
the support of the coconut industry. I am sure it can stand 
against something and it can stand up to the DBP plan* We are 
trying to help the coconut industry. 


Administration Supports Export Industries . 


I am sure that the appraisal is not always correct but we 
always have an open mind. Your Mr. Young who has been with us 
PNB. I used to bother him when I was-a sugar man. He 
ws a member of our board then. I am sure that the PNB is always 
willing to listen to complaints just as long as it has justification 
for if you will notice this administration is all out for the 
production of food; coconut, rice and other food industries. 

They are all the subject of PNB financing* 

The policy has been established from above. You will find 
of course the satisfaction that whatever policies are establiehed 
the bank has implemented them as liberally as we can and consis¬ 
tent with the capacity of th+ bank* We have not hesitated to go 
out of our way when the situation is so demanding# In the case 



of the coconut industry Aside ft*om increasing the value of 
coconut plant a, we also expect to set up oil mills* And in 
this connection, my first contact with Chairman Reyes of the 
Philcoa was quite unfortunate as we met on the Norson case* 


. The Norsons Oil Mills Project * 

I am very happy to be with you because now Z am with respons¬ 
ible coconut people, I know I also not have to go around the 
world to New York and Antwerp, learning the facts of the case* 

We always received half-truths twisted facts all to sugar coat 
the deal* We found that it is no use gambling with the parties 
concerned because our intention was to, push it through if it was 
what the required transaction required* faced with the facts as 
they were* In Antwerp, we have no alternative as far as the 
bank was concerned, we could not turn the transaction down so 
we passed the buck to Dopel, I do not know what happened to 
the transaction* I am sure it is being ironed out* As far as 
wo are concerned we are through with the transaction* We do not 
generally run away from legacies but we have no alternative. But 
I am sure if given a proper motivation the FNB will not hesitate 
to help the coconut industry* 


The PNB-NIDC Coco-Chemicals Project * 


We would like to state also tliat wo are now embarking on a 
coco-chemicals project. This is another legacy which we hope 
you will bow with us on the shortcomings of the project. This 
will succeed but like all legacies we can not chose what kind of 
Inheritance and what kind of obligation to accept* We are pro¬ 
ceeding with the project which is under Mr* Trivino who is quite 
famous in the coconut industry. He has been dedicating his full 
time in the project. We are asking you to please help us in this 
project. We ere trying to do everything for the improvement of 
the coconut industry* We are of the belief that the PNB exists 
for the people>s interest. We are aware that our function is to 
help and not to provide the difficulties and blockades that will 
be a hindrance to helping the coconut industry* We exist to 
help not to hamper nor to provide obstacles. With this principle 
in mind you can be sure we will do everything we can to help. 


Financing Priorities of the PNB . 


.When I was in Zamboanga a question was asked why we are so 
concentrated in sugar and rice when the coconut industry is not 
•dtmcbdthe same privilege*. Well, I think that this is the best 
time to refute that although that was said in the radio* Now 
faced with the coconut group my answer is that there are r.ot 
enough applicants for loans in the coconut.industry* It appears 
they have much money. I think they lend money, they don r t borrow 
money* So it*® so easy to make money in the coconut industry, 
that I think you do not need money, but in case you do our windows 
are always open. We always talk of windows because when we r ilk 
of re-discounting - we say re-discounting windows. It is safer to 
talk about windows for they are smaller than doors* If we say 
doors you may ask for more and we may not be able to give those 
loans or I may have to refer you to the men in front of me* 

I am really happy to be with you, I have spoken before the 
rice group, fcho mining group now this is my turn to be confronted 
by you* In the words of President Marcos we stop talking we only 
do something about it# We have to work, work, and work, so I 
think after extending me a very nice luncheon here at the Manila 
Hotel, I will be ready for questions you would like to ask* That 
is part of the work. 




ADDRESS 


Hit Excellency . FERDINAND E. MaRCOS 
President of the Republic of the Philippine• 


Ur* Chairman, Mrs* Lobrogat, officers and members of the 
UGAP, 'distinguished guest, ladies and gentlemen: 

I was going to say that I am happy to participate in wiiis 
celebration of Coconut Industry Week but tonight I am more t han 
happy. I am grateful for having been invited to attend this 
gathering and to be one of the first to hear the good news that- 
at least we can start with the international research of cooomtu* 
I exhiliratc to accolade properly the organization which will 
assist the government in our research. like the people the rice 
industry, have done, the International Coconut Research Institute 
will revolutionize the coconut industry. As you know, this is 
ono of ay pet projects when I came into Job office. We asked 
experts vo make suggestions which enabled me to finish the law 
to set up and integrate research for the varied agricultur al 
products of the country. It is only now that I have more tine 
where I can do something about pushing this project. 


International Coconut Research 


Sometime during the meeting of the economic body of the 
United Nations in Tokyo, the Secretary of Commerco who headed 
our delegation initiated this move. to approve a reso lu t ion for 
the establishment of an institute for research in coconut pro¬ 
ducts. I am happy that this research was approved and I know, 
with the sponsorship of the United Nations as well as the active 
support of our industry here, we will not be wanting in finan¬ 
cial aid from other sources. 

I assure you that this government, the government of the 
Republic of the Philippines, was behind this move and I now 
place the facilities of the government and all .finances for the 
attainment of th > objectives of this institute. 



1 noticed that Budget Commissioner Bychangco here ia a 
little bit passive when 7. say I placed at the disposal ol* the 
institute all the available facilities of the government which 
may we legally made to pay the expenses of the research* Every¬ 
one knows I have fought for the power to reorganize the govern¬ 
ment with the intention to cut by one-third (1/3) the other 
expenses* X am afraid this bill is meeting with opposition in 
Congress, I am still questioning this* 

I would like to congratulate the coconut industry in advance* 
I think that with f 1 million you have contributed we should be 
able to initiate this project* If you cannot affort it, Mr* 
Chairman, I suggest that you think twice* I think with the spon¬ 
sorship of the United Nations as well as your active support we 
can start this research institute with 1 million and the thing 
that the government should do ia to help along and get some thing 
out of it for the country* The other industries, however, have 
taken it upon themselves and imposed a duty or a contribution 
from the industry itself rinds to go into research, the most out¬ 
standing of .which is the sugar* Whenever businessmen talk about 
pressure groups, the sugar bloc comes to our mind* 


Independence of Coconut People 


I am happy that this organization has started out with a 
concrete project and I consider it a .olid constructive achieve¬ 
ment in not seeking specific legislation for the protection of 
the interest of the coconut industry. This indicates that these 
objectives are as noble as they are expected and for this 1 
would like to say that some of the industries in our country 
have perhaps to follow this example* 

This industry has set up an example in reconstruction after 
the war* That as demonstrated, the vitality of this industry 
deserves a place of honor in the public consideration. Whenever 
we propose support from the financing institutions of government, 
seldom if ever do we look into the need of support for the 
coconut industry. • All industries requirod aid like rise, sugar, 
tobacco, but seldom do vie hear from the coconut people those in 
the coconut industry crying oat for aid from the government* 

This probably means that you are well-financed from your own 
resources. But perhaps this week-long seminars have shown this 
lesson wherein this partnership which put the government and the 
private sectors togetner car well aid this good intention in im¬ 
proving the industry. But in a way also it is an eloquent case 
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where brave and stardy men constitute the industry- and that 
duration is eternal redoubt* We don*t merely leave the service 
you are about to do to mere recognition but we intend to extend 
t© you substantial aid* 

The reiteration oi' our faith in the coconut industry, par¬ 
ticularly appropriate at this time, are the continuing problems 
that the agricultural sectors seems to have at present and also 
because of the problems of the government and the country which 
seem to be too precarious to refrain from extending the supports* 
The coconut industry has offered the biggest potential export 
from a long time nowand yet it has not been given the corres¬ 
ponding attention by both government as well as the private sector* 
Perhaps we should go into some of those problems* The basio 
problem is that low production per tree which average is only 
45 nuts per year which is only one-half that of Ceylon* This 
icl a problem to which both the government and the planter sec-, 
tors in the industry could address themselves* 


Government financial Assistance 


This is precisely why I have 3et into motion various projects 
to help the coconut farms* I have talked with the Philippine 
National Bank to establish a new loan value for coconut lands* 

I am sure that you have been told about this. For a grossly 
inadequate 1*600 per hectare, the Philippine National Bank has 
accordingly raised the loans to ^1,200 per' hectare* This matter 
of loans for coconut land have been a long standing grievance for 
coconut planters c The Development Beak of the Philippines, the 
most important financial institution, extends for coconut farms 
the total amount of ^90,5 million for loans at the rate of J*2,500 
per hectare for planting now lands* But that is not all in 
answer to the peculiar necessities of coconut land3. These loans 
are payable within 15 years interest to begin on the 8th year 
and principal on the 10th to the 15th year. Well, I hope that 
makes you happy because X was happy in getting this source in 
getting the banking people to get to agree cm this. If these 
liberal tora3 are extended to the coconut farms, all the rest 
are going to seek the same terms* All I can say is that it is 
about time that we attend to the coconut farms* 

From 1945-65 the total amount of assistance released by the 
government amounted to /*45 million* I have approved, through the 
NIDG, the release oi f 23 million for sufficient transactions and 
to finance the Coco-Ghaiicals of the Philippines, Inc. (CCPI) in 
bucena end another "f 36 million for three solvent process coconut 




oil mills# 1 don't know what the oil millers are going to say 
about this but I felt going to it at the suggestion of the 
people in the industry# I understand that Johnny Trivir.o, who 
has just arrived from Germany and has entered into contract for 
the construction of machinery needed oy the CCPI won't loss too 
much money for the government# Furthermore, this government is 
ready to listen to any projects that you may hays ana ready to 
support with proper finances ar.d guarantees such economically 
feasible projects that you may present,, 


Marketing Problems 


Another problem that continues to hamper the program of the 
industry is the primitive system of marketing which is prevalent 
ir. rural areas 0 Most aspects of the industry, I am speaking parti 
cularly the marketing of copra which as all reports reojh me, in¬ 
dicate a monopoly of alien middlemen „ X don't have anything against 
the aliens provided they do righto I an aware that this monopoly, 
traditional between the trader ar;d the planter, whereby the trader 
enjoys dominance of the .market in exchange for credit that he pro¬ 
vides the planters# This is precisely tne reason why 1 am asking 
the government to move quickly and efficiently to replace the 
unscrupulous middlemen as a sort of the financial assistance for 
the coconut farmers# The reasonable middlemen need not fear. About 
the direct assistance giver, by rural banks, I would like to say 
that more cooperatives are organized ir; the country so as to get 
rid of control by aliens hands the better for you# There is today 
only one body of the coconut industry that has been organised, a 
body that extends active assistance to coonut farms, the PHILCCA c 
We must exert efforts to organize cooperative farms to help the 
coconut industry# 


Export Program To Be Boosted 


I don't mean that the coconut products ar.d those of the 
industry will constitute a clas3 apart from the other independ¬ 
ent minds# Well, it. is quite true but we need more independent 
minds and cooperatives, this does not necessarily remove from 
them such independent minds# 

To my belief, to attain the intricacy of cooperatives among 
coconut planters and those of the industry as we have in other 
sectors of the economy, perhaps one of the controversial possib¬ 
ilities that has come is the matter of the National Export Trade 




Authority* I don’t feel getting into the act hut if and when 
it becomes necessary for the Congress to approve a lav - 1 
will insist on its passage into law 0 But I am watching the 
developments of what should come up on the matter or of the 
similar steps being taken to utilized their own facilities for 
export or the middlemen to a right* But more than what the 
government can do is the requirement of private initiative* 

Whenever we are compelled to quantify I have always stated 
that private initiative must supply 90 per cent of all the 
energies in progress and this is true not only in other sectors, 
it is equally true in the coconut industry* The government can 
sot the atmosphere<> But you must move forward on your own to 
initiate this program* I am therefore greatly overjoyed that 
the United Coconut Association of the Philippines has been 
organized and I urged this new association of the coconut in* 
duetry to take initiative in the formation of all the agencies 
of the body that they may need* 

I submitted to Congress the proposal of the national export 
trade authority in cooperation with other export-oriented indus¬ 
tries* The reasons for thi3 national export trade authority was 
the question of finance* Financing small groups has always been 
a problem* Financing small operators have always raised ae a 
problem of collateral and the like 0 But an export trade authority, 
which could be financed properly by both government and private 
financing bodies could meet all the requirements of this small 
producer and this could be probably done through the coconut 
associations. I await your recommendation on this matter* 

The reluctance of ''•’•tain >niddleinen in the coconut industry 
to pay more reasonable prices for copra and other coconut products 
is bad enough* They victimize small and ignorant copra farmers* 

I am sure that this association will be able to cope with this 
problem* However, I have instructed the Philcoa to make a rc- 
investigation on this which can see among other things, problems 
of coconut farmers around the country* I know that the program 
still leaves much to be done as far as the greater number of our 
people are concerned* I would like to see progress &'d therefore 
widening and intensifying if possible with assistance from your 
sectors so as to reach those from the remote areas* In this wsy 
vs can curb the .abuses or middlemen to impose prices they desire 
uugr bocnuae xannera are now familiar with current prices* A 
thorough information campaign is the best means in combating this 
deception* In the marketing areas, the primitive and antiquated 
facilities are obviously still being utilized especially in places 
where carabaos are still used in transporting coconut production 
from the farm and from financial centers* 





Government Infrastructure Program 


I talked with the Department of Public Works to make appro* 
jriate studies and to make one study which would lead to tbs 
provision of more and better facilities. Transporting fans 
products * that is why public works program is intended by the 
government for the potential purpose of providing more comfort¬ 
able roads and facilities to help the economy and especially 
our agricultural industries in attaining a more efficient system 
of communication and transportation is basic to any develop¬ 
ment in this country. 


Marketing Problems 

Another problem is the continuing Instability of the price 
of copra. I am aware of this forces operating and fluct uating 
in the world market. It is precisely to say that we must act 
to combat these forces now that we are all supporting the* vigor¬ 
ous move. In fact, we initiated regional groupings in Southeast 
Asia. Alliance among other things deals forcefully with the 
problem of controllable price changes. Many questions have been 
asked about the new alliance of Southeast Asia countries mid all 
I can eay is that one of the principal factors that brought new 
prestige to the new alliance of fine countries is Southeast, Asia 
was the price of copra. The tyranny must be lifted from our 
coconut industry, between unstable prices for copra for the pre¬ 
sent to the specific aim of glorious vigor and prosperity, in tbs 
reconstruction years immediately following the last was where that 
exports of copra was at stake in our economy« 

The postwar export goods between the Philippines and the 
United States was largely copra because the sellers abroad of 
these products accounted for less than 65 per cent of all our 
exports, the total area planted of the ccppa has natltipiied floor 
times more than that planted to -"Abaca and nearly seven times more 
than they planted to sugar. To be frank of all these problems m 
have, I must «•««* »-^n have to plan its future, altho ug h 

it is a fact that we have x,ne u *~* —* 4*1 •'t-ion of copra fimoog 
Asian countries. We have failed to produce the best quality of 
copra. This evidently must be traced to indifference of Individ 
du al is m or isolation of many of our planters. As a result, they 
have failed to realise that they must help themselves. 




I have pointed out that the coconut industry has a vital 
jarteiy of products which with sufficient care have been developed 
into vital sources of national wealth* There has been an estim¬ 
ated account of various coconut by-products, which can provide 
Incone of $150 aUllan if only this development is carried out 
by every office and agency concerned in government. I propose 

industry present to me creative ideas and 
specific objectives which the government can h el p support or 
is*le»ent on its own particularly those that woSd^^iS 
coconut products so that the lull economic potential of the co- 

SSJ a ?U 8tr7 m b ® aided ' P«*apa this direct conwtM cation 
between the government and the people can form the basis of an 
active consultative body which can be depended upon to stimulate 
Sweater and wholesome activity and certainly enthusiasm for a 

a problal * rSoJrce 

to meet all the problems at one given time* But certainly we 
oan keep all possible resources to meet one jarchleTatajM Sven 

vlSft# • 


Mow is about tiro that we look to our export pro blems and 

“J®*? C °S*t. 1 ?». a prln f i P al export product, it is my intention^ 
now to shift the massive forces of action at ay disposal to solve 
the problem shifted to the coconut industry and we shall have 

thS" £*S±™! posal - <aithe “ aasBlm forc “ to •»«** 


Cooperation 


1 5™? 341,1 country has great stakes in the 

coconut. He have found satisfaction that in this counter the 
coconut industry hao been almost our nagical pomr to Sid, 
-rvlco and to gro* but perhaps the coconut industry should not 

P °*'5 r ^ It 8bou “ nm < to P’='“i «« So Srtns^hip 
between the public and private sectors* I therefore ask yeats 

serious^^OT^Ldeif this partnership even if in past the govecnmmt 

hM not shown desire. As your partner rest assured tha/^dLH 

*w_ now ^ v ^' Xtoot rcali2e its not being a good partner and will 

“*• th«e um be gr^ei ri^^of 

idng live the United Coconut Association 





